


DEVELOPMENT OF MARKETING FACILITIES 





HEARINGS 


COMMITTEE ON AGRICULTURE 
HOUSE OF REPRESENTATIVES 
EIGHTY-FOURTH CONGRESS 


FIRST SESSION 


ON 


H. R. 4054 





MAY 19 AND 20, 1955 





l’rinted for the use of the Committee on Agriculture 


Serial I 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1955 








COMMITTEE ON AGRICULTURE 
HAROLD D. COOLEY, North Carolina, Chairman 
W. R. POAGE, Texas, Vice Chairman 


GEORGE M. GRANT, Alabama CLIFFORD R. HOPE, Kansas 

E. C. GATHINGS, Arkansas AUGUST H. ANDRESEN, Minnesota 
JOHN L. MCMILLAN, South Carolina WILLIAM §8. HILL, Colorado 
THOMAS G. ABERNETHY, Mississippi CHARLES B. HOEVEN, Iowa 
CARL ALBERT, Oklahoma SID SIMPSON, Illinois 

WATKINS M. ABBITT, Virginia PAUL B. DAGUE, Pennsylvania 
JAMES G. POLK, Ohio RALPH HARVEY, Indiana 

CLARK W. THOMPSON, Texas HAROLD O. LOVRE, South Dakota 
PAUL C. JONES, Missouri PAGE BELCHER, Oklahoma 

JOHN C. WATTS, Kentucky CLIFFORD G. McINTIRE, Maine 
HARLAN HAGEN, California WILLIAM R. WILLIAMS, New York 
LESTER R. JOHNSON, Wisconsin KARL C. KING, Pennsylvania 
VICTOR L. ANFUSO, New York ROBERT D. HARRISON, Nebraska 
ROSS BASS, Tennessee MELVIN R. LAIRD, Wisconsin 
COYA KNUTSON, Minnesota HENRY ALDOUS DIXON, Utah 


W. PAT JENNINGS, Virginia oie 
D. R. (BILLY) MATTHEWS, Florida DELEGATES 
BD. L. BARTLETT, Alaska 


MRS. JOSEPH R. FARRINGTON, Hawali 
RESIDENT COMMISSIONER 


A. FERNOS-ISERN, Puerto Rico 


Mrs. MaBeL C. Downey, Clerk 
Geo. L. Rep, Jr., Assistant Clerk 
JOHN J. HEIMBURGER, Counsel 
Francis M. LEMAY, Consultant 








CONTENTS 





H. R. 4054, a bill to encourage the improvement and development of 
marketing facilities for handling perishable agricultural commodities__ 
Report on H. R. 4054 from Department of Agriculture______-_._-__- ox 
Statement of— 
a I I i ai Eh re tii gs sen cere ds henner nie 
Baker, John A., representing National Farmers Union________ 
Crow, William C., Chief, Transportation and Facilities Branch, 
Department of Agriculture- ee acre tl se cues al bakes «, Bde miele dered 
Custis, Emerson C., Philadelphia, Re ee ec 
National Association of Refrigerated Warehouses__.________________ 
Prince, Gregory 8., general solicitor, Association of American Rail- 
RNC a adic at eae e ean aeRy 
Scott, Kenneth L., Director, Agricultural Credit. Service, " Depart- 
Te 
Shelly, Joseph S&., secretary, Vegetable Growers Association of 
Bp, Stes Laetitia ek eich ee ee de 
Triggs, Matt, representing the American Farm Bureau Federation __- 
Additional data submitted to the committee: 
Moorhouse, William W., secretary, Northwest Produce Association, 
Inc., telegram of May 18, SO ois oes a ee Lee kes 
Moyse, Ralph E., secretary- -manager, Wholesale Fruit & Produce 
Dealers Association of San Francisco, telegram of May 18, 1955__- 
United Fresh Fruit & Vegetable Association, New York branch, 
telegram of May 20, 1955 








Page 


59 








DEVELOPMENT OF MARKETING FACILITIES 


THURSDAY, MAY 19, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The House Committee on Agriculture met, pursuant to call, at 10 
a. m. in room 1310, House Office Building, Hon. Harold D. Cooley 
(chairman) presiding. 

The Chairman. The committee will be in order, please. 

We are meeting this morning to consider H. R. 4054, a bill to encour- 
age the improvement and development of marketing facilities for 
handling perishable agricultural commodities. 

In the 81st Congress I introduced a bill, which was H. R. 8320, 
which was superseded by bill H. R. 9141, and H. R. 9141 was reported 
to the House on August 7, 1950, and the Rules Committee granted a 
rule to the House on August 15, 1950. The bill passed the House, I 
think, by a unanimous vote on August 22, 1950. 

Thereafter, and in the 82d Congress in 1951, I introduced a bill, 
H. R. 39. Hearings were held on that bill on March 13, 1951, and 
the field investigations were approved by the committee. Hearings 
in executive session were held on August 15, 1951. The committee 
voted to report the bill, H. R. 39, and it is my recollection that only 
one vote was cast against the bill at that time. The vote of the com- 
mittee was 19-1. 

H. R. 39 was reported to the House on September 1, 1951, and the 
Rules Committee reported a rule thereon on September 24, 1951, and 
on September 26, 1951, the bill, H. R. 39, was considered in the House. 
There was a motion to recommit the bill and a rolleall vote was re- 
quested. The vote to recommit was 180 to 162 and the bill was recom- 
mitted. 

In the 83d Congress, in 1954, I introduced H. R. 8226, on March 4 
1954. No hearing was held and no action was taken on the bill. 

At the present session I introduced the bill now being considered, 
H. R, 4054, and requested the Secretary of the Department of Agricul- 
ture for a report on this bill, H. R. 4054. On May 17, 1955, the chair- 
man received a report from the Department and I would like to pre- 
sent for the record, without objection, this report from the Depart- 
ment, dated May 17, 1955, signed by True D. Morse, Acting Secretary. 

(The report and bill referred to are as follows:) 


? 


May 17, 1955. 
Hon. Harorp D. Coo.ry, 
Chairman, Committee on Agriculture, 
House of Representatives. 
DrAR CONGRESSMAN CooLey: This is in reply to your request of May 12, 1955, 
for a report on H. R, 4054, a bill to encourage the improvement and development 
of marketing facilities for handling perishable agricultural commodities. 


1 
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The bill seeks to aid the establishment of improved wholesale market facilities 
for perishable agricultural commodities in large market centers by making 
available, for a charge of one-half of 1 percent per year on the outstanding prin- 
cipal, mortgage insurance on not more than 85 percent of the total cost of the 
facilities, provided that they meet certain prescribed standards. The aggregate 
amount of principal obligations outstanding at any one time on all mortgages 
insured under this bill, and on all mortgages with respect to which commitments 
to insure have been made, could not exceed $100 million. 

The stated general purpose of this bill is to facilitate, encourage, and assist 
“in the creation and development of modern and efficient public wholesale mar- 
kets for the handling of perishable agricultural commodities in areas where 
markets are found to be needed * * * to the end that unnecessary costs and 
burdens attendant with the marketing of perishable agricultural commodities 
caused by inadequate or obsolete facilities may be eliminated and that the 
spread between the amount received by producers and the amount paid by con- 
sumers may be reduced.” The Department has in recent years made extensive 
studies of existing market facilities for the wholesale handling of perishable 
farm products. Many of the large interstate markets have been found antiquated 
to such a degree that they are not efficiently performing their function. There 
has long been widespread interest in getting improved market facilities, and the 
research conducted by the Department consistent with the objectives of this 
bill has facilitated the building of a number of new markets in various parts 
of the Nation. 

While the Department is in accord with the stated purpose of H. R. 4054, it 
cannot at this time recommend the passage of this bill. Experience shows that 
where plans for a market facility have been soundly developed, such ventures 
are self-liquidating and, hence, may be financed by private capital. It is recog- 
nized that the willingness of private capital to enter such a financing field at 
present seems to be somewhat limited. This, however, appears to be largely 
the result of a lack of familiarity with market facility projects on the part of 
financial interests and investors. In view of this, the Department believes that 
any consideration of insured loans for market facilities for perishable commod- 
ities should be withheld until a more thorough effort has been made to attract 
private capital for the purpose of financing such projects. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
True D. Morse, Acting Secretary. 





[H. R. 4054, 84th Cong., 1st sess.] 


A BILL To encourage the improvement and development of marketing facilities for 
handling perishable agricultural commodities 
Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Marketing 
Facilities Improvement Act.” 


DECLARATION OF POLICY 


Sec. 2. It is found and declared that the marketing of perishable agricultural 
commodities effects the public welfare and is a matter of grave national concern; 
that vast quantities of fruits, vegetables, and other perishable agricultural com- 
modities shipped from various producing areas located throughout the United 
States and foreign countries pass through and are handled in public marketing 
facilities located in large consuming areas which are in most instances inade- 
quate and obsolete; that the handling of perishable agricultural commodities 
in such facilities is attendant with many uneconomic practices, greatly increasing 
costs and causing undue losses, excessive waste, spoilage, and deterioration, 
which result in producers receiving prices far below the reasonable value of 
their products, in unduly and arbitrarily enhancing costs of operations in such 
markets, and increasing the price of food to consumers; that the prices of all 
perishable farm commodities are directly affected by the prices made on these 
public markets and are adversely affected by the unduly burdensome costs 
resulting from obsolescent and inadequate facilities; that obsolete and anti- 
quated facilities create such an undue restraint and unjust burden on interstate 
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commerce as to make it imperative that appropriate measures be taken to free 
such commerce from such burdens and restraints and to protect producers and 
consumers against oppressive costs resulting from the use of such facilities ; that 
modern facilities would make possible the saving of millions of dollars annually 
by removing the cause of many of the unnecessary costs and burdens; that in spite 
of the great need for improved facilities, efforts in the past have failed to bring 
about a satisfactory solution to the problem ; that this failure has been due largely 
to the inability of farmers, dealers, brokers, commission merchants, and others, 
individually or collectively, to obtain through regular financial channels the 
relatively large amounts of capital necessary for the construction of modern 
facilities. In consequence of the conditions referred to above, it is hereby de- 
clared to be the policy of Congress through the powers herein conferred upon the 
Secretary of Agriculture, to aid in the establishing of such public marketing 
facilities for the wholesale handling of fresh fruits and vegetables, poultry, 
eggs, dairy products, other perishable agricultural commodities and sea food 
as will be conducive to orderly and efficient distribution, increased consumption, 
and a reduction in the spread between prices paid by consumers and those re- 
ceived by farmers. 
GENERAL PURPOSE 


Sec. 3. It is the purpose of this Act to facilitate, encourage, and assist munici- 
palities and political subdivisions of States, public agencies, and instrumentalities 
of one or more States or municipalities, public corporations and boards, and 
private enterprise in the creation and development of modern and efficient public 
wholesale markets for the handling of perishable agricultural commodities in 
areas where such markets are found to be needed and where Federal assistance 
is requested and authorized as prescribed in this Act, to the end that unnecessary 
costs and burdens attendant with the marketing of perishable agricultural com- 
modities caused by inadequate or obsolete facilities may be eliminated and that 
the spread between the amount received by producers and the amount paid by 
consumers may be reduced. 

DEFINITIONS 


Sec. 4. For the purpose of this Act— 

(a) “Market facility” means all the facilities used in connection with the 
operation of a public wholesale market, including the land, buildings, fixtures, 
equipment, and other appurtenances necessary or incidental to the operation of 
a public wholesale market for perishable agricultural commodities constituting 
a single integrated market located in a substantially contiguous area, not in- 
cluding public cold-storage warehouses of more than ten thousand cubic feet 
capacity, or facilities for handling livestock. 

(b) “Public wholesale market” means a place which serves as the major source 
of supply of perishable agricultural commodities consumed in a large consum- 
ing area and which is operated primarily for the purpose of selling or other- 
wise disposing of perishable agricultural commodities at wholesale for resale 
to others. 

(c) “Perishable agricultural commodities” means agricultural commodities 
and products thereof, consisting principally of fresh fruits and vegetable, han- 
dled alone or in combination with poultry, eggs, meats, seafood, and dairy 
products. 

(d) “Mortgage” means a first mortgage on real estate, in fee simple or on a 
leasehold under a lease for not less than ninety-nine years; and the term “first 
mortgage” means such classes of first liens as are commonly given to secure 
advances on, or the unpaid purchase price of, real estate under the laws of the 
State in which the real estate is located, together with the credit instruments, 
if any, secured thereby. 

(e) “Mortgagee” means the original lender under a mortgage, and his successors 
and assigns approved by the Secretary. 

(f) “Mortgagor” means the original borrower under a mortgage and his suc- 
cessors and assigns approved by the Secretary. 

(g) “Maturity date” means the date on which the mortgage or loan indebtedness 
would be extinguished if paid in accordance with periodic payments provided 
for in the mortgage or credit instrument. 

(h) “United States” includes the several States of the United States, the 
District of Columbia, Alaska, Hawaii, and Puerto Rico. 

(i) “Secretary” means the Secretary of Agriculture. 

(j) “Eligible borrower” means any municipality or political subdivision of a 
State, public agency, or instrumentality of one or more States or municipalities, 
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public corporation or board, or private corporation engaging in, or which will 
engage in, the operation of a public wholesale market facility which meets the 
eligibility requirements of this Act. 


MARKET RESEARCH AND ANALYSIS 


Sec. 5. In order to effectuate the objectives of this Act and assist in the develop- 
ment of proper, adequate, and efficient marketing facilities in the United States, 
the Secretary under the authority of, and with funds made available pursuant to 
the Agricultural Marketing Act of 1946, shall undertake, and disseminate the 
results of, research relating to design, plans, location, methods of operation, 
materials, use, equipment, and other similar research and analysis, consistent 
with the needs for the improvement and development of proper, adequate, and 
efficient marketing facilities for handling perishable agricultural commodities. 


REVOLVING FUND 


Sec. 6. (a) There is hereby created a fund to be known as “the marketing 
facility mortgage insurance fund” (referred to in this Act as the “insurance 
fund”), which shall be used by the Secretary to make insurance payments under 
section 9 of this Act and to meet the expenses incurred in connection with the 
acquisition, operation, and disposal of market facilities acquired pursuant to 
the provisions of the insurance contracts in the event of default by the borrower, 
except that no part of such fund shall be used for administrative expenses incurred 
in carrying out this Act. There is authorized to be appropriated the sum of 
$25,000,000 to constitute such fund which sum shall remain available until 
expended. 

(b) The money in the fund created under this section not needed for current 
operations shall be deposited with the Treasurer of the United States to the 
credit of the fund or invested in direct obligations of the United States or 
obligations guaranteed as to principal and interest by the United States. 

(c) The Secretary shall make an annual report which shall include a complete 
statement with respect to the status of the insurance fund. 


INSURANCE LIMIT 


Sec. 7. The amount of any insurance contract which may be made under this 
Act shall not exceed an amount equivalent to 85 per centum of the total cost of 
the market facility as determined by the Secretary: Provided, That in no case 
shall the borrower invest less than $45,000 of the total cost: And provided further, 
That the investment by the borrower shall always be a claim subordinate to the 
claim of the United States arising out of an insurance contract under the 
authority of this Act. 

INSURANCE OF MORTGAGES 


Sec. 8. (a) The Secretary is authorized, upon application of a prospective 
mortgagor or mortgagee under a first mortgage eligible for insurance under this 
Act on a market facility, to insure such mortgage and to make commitments for 
the insurance of any such mortgage prior to the date of its execution. 

(b) The aggregate amount of principal obligations outstanding at any one 
time on all mortgages insured under this Act, and on all mortgages with respect 
to which commitments to insure have been made, shall not exceed $100,000,000. 

(c) In order for mortgage on a market facility to be eligible under this Act— 

(1) the person obligated to pay thereunder shall be an eligible borrower ; 

(2) the market facility mortgage shall be one which is determined by the 
Secretary to be eligible for mortgage insurance; 

(3) the mortgage shall be made to and be held by a mortgagee approved by 
the Secretary as responsible and able to service the mortgage properly ; 

(4) the principal obligation (and fees and other charges chargeable under 
subsection (d) of this section) shall be in such amounts not in excess of the 
amounts specified in section 7 of this Act as may be necessary to enable the 
borrower to establish the market facility; 

(5) the mortgage shall have a maturity satisfactory to the Secretary but 
not to exceed forty years from the date the mortgage is insured; 

(6) the mortgage shall bear interest at not to exceed 4 per centum per 
annum on the amount of the principal obligation outstanding at any one 
time; and 
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(7) the mortgage instruments shall— 

(A) provide for the repayment of the principal obligation, together 
with interest thereon, in installments in accordance with amortization 
schedule prescribed by the Secretary; and 

(B) contain such provisions with respect to insurance, repairs, alter- 
ations, payment of taxes, default reserves, delinquency charges, foreclos- 
ure proceedings, anticipation of maturity, additional and secondary 
liens, and other matters as the Secretary may prescribe. 

(d) The Secretary shall require the payment by the mortgagor or mortgagee 
of such initial fees for inspection, appraisal, and other similar charges as he 
finds necessary and such ameunts may be included in the principal obligation 
of the mortgage. The proceeds of such fees and charges shall be deposited in 
the insurance fund (created by section 6 (a) ). 

(e) For insurance granted pursuant to this Act the Secretary shall collect 
from the mortgagee, upon insurance of the mortgage, an initial charge of one- 
half of 1 per centum of the principal obligation of the mortgage and annually 
thereafter a charge of one-half of 1 per centum of the principal obligation: re- 
maining unpaid at the time the charge becomes due, without taking into account 
delinquent payments or prepayments. The proceeds of such charges shall be 
deposited in the insurance fund. 

(f) Any contract of insurance executed by the Secretary under this section 
shall be conclusive evidence of the eligibility of the mortgage for insurance, 
and the validity of any contract of insurance so executed shall be incontestable 
in the hands of an approved mortgagee from the date of the execution of such 
contract, except for fraud or misrepresentation of which such mortgagee has 
actual knowledge. 

(g) The mortgagee may, with the approval of the Secretary, assign any 
mortgage insured under this Act, together with the accompanying note and 
contract of insurance, and the assignee thereof shall thereupon become entitled 
to all the benefits of such contract of insurance. 


PAYMENT OF INSURANCE 


Sec. 9. (a) If the mortgagor under a mortgage insured under section 8 is in 
default for more than twelve months and the mortgagee, in accordance with 
regulations prescribed by the Secretary, (1) forecloses or with the Secretary’s 
consent otherwise acquires the property from the mortgagor after default, (2) 
conveys title and gives possession of the property to the Secretary, and (3) 
assigns all his claims against the mortgagor or others arising out of the mort- 
gage transaction or foreclosure proceedings (except claims released with the 
Secretary’s consent) to the Secretary, the Secretary shall pay to the mortgagee, 
in cash, the value of the mortgage. The Secretary shall make such payments 
within one year after the date the mortgagee makes the conveyance required 
in the first sentence or the date he makes the assignments required in the first 
sentence, whichever is the later date. 

(b) For the purposes of this section, the value of the mortgage shall be 
determined, in accordance with rules and regulations prescribed by the Secre- 
tary by adding to the amount of the original principal obligation of the mort- 
gage which was unpaid on the date of default, the amount of all unpaid inter- 
est; the amount of all payments which have been made by the mortgagee for 
taxes, special assessments, water rates, and other payments in discharge of 
liens which are prior to the mortgage, and insurance on the property mortgaged ; 
and a reasonable amount for necessary expenses incurred by the mortgagee in 
acquiring title to the property and conveying it to the Secretary; and by de- 
ducting from such total amount any amount received on account of the mortgage 
indebtedness after such default. 

(c) If there should not be sufficient money in the insurance fund to enable 
the Secretary to make payments to mortgagees as provided in subsection (a) 
of this section, the Secretary may make and issue notes to the Secretary of the 
Treasury to obtain funds to make such payments. Such notes shall be signed 
by the Secretary or by his duly authorized representatives and shall be negoti- 
able. Such notes shall bear interest, payable semiannually, at a rate equal to the 
average rate of interest, computed to the end of the calendar month next pre- 
ceding the date of issue, borne by all interest-bearing obligations of the United 
States then forming a part of the public debt, and shall have such maturities as 
the Secretary may determine with the approval of the Secretary of the Treasury. 

(d) The Secretary of the Treasury is authorized and directed to purchase any 
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notes issued by the Secretary pursuant to this section and any renewals thereof 
and for such purchases may use as a public-debt transaction the proceeds from 
the sale of any securities issued under the Second Liberty Bond Act, as amended, 
and the purposes for which such securities may be issued under such Act, as 
amended, are hereby extended to include any such purchases. All redemptions, 
purchases, and sales by the Secretary of the Treasury of such notes shall be 
treated as public-debt transactions of the United States. 

(e) In any case in which the mortgagor violates any covenant or condition 
of his mortgage, the Secretary may require the mortgagee to assign such mort- 
gage, together with the incidents thereto, upon payment of the value of the 
mortgage determined in accordance with this section. 


ELIGIBILITY REQUIREMENTS 


Sec, 10. To be eligible for the benefits of this Act, a borrower must show to the 
satisfaction of the Secretary that the facility is needed and that the location, 
design, method of financing, method of operation, and such other requirements 
as the Secretary may determine necessary to effectuate the purposes of this Act, 
will be met, including the following: 

(a) That the market facility will reduce the cost of distribution of perishable 
agricultural commodities and handle a sufficient volume of business to enable 
the loan to be amortized within the period specified at the time the loan is 
made. 

(b) That the market will be so located and designed as to make possible the 
direct loading and unloading of rail and truck receipts into or from the buildings 
of handlers receiving substantial quantities of perishable agricultural commod- 
ities by such methods of transportation, and that no restrictions will be imposed 
which will prevent access to the facility of supplies handled by any rail or truck 
transportation company. 

(c) That sufficient land is included as a part of the facility to meet the needs 
of the initial construction, plus a reasonable amount of land for expansion of 
the market facility, and in no case shall the land available for future expansion 
be less than one-fourth of the acreage utilized in the initial construction. 

(d) That not more than one-third of the total cost of the market facility, 
including the land set aside for future expansion, is to be expended for the 
acquisition of land, graded and placed in condition for construction. 

(e) That the market facility will not be operated in a manner which would 
discriminate against any perishable agricultural commodity on account of geo- 
graphical origin of such commodity or prevent any producer, seller, or buyer 
from utilizing the market facility because of his organization, business methods 
(if not unfair or unlawful), membership or nonmembership in any organization, 
or on account of the method of transportation of the products. 

(f) That the rentals and other charges for the use of the market facility will 
be established as reasonable levels approved by the Secretary and designed to 
meet the obligations, defray the costs of maintaining and operating the market 
facility, and provide reasonable reserves. 

(g) That any substantial alterations of the market facility will be made only 
with the approval of the Secretary. 

(h) That reports will be made to the Secretary at such intervals and giving 
such information concerning the market facility as the Secretary may require, 
and that the books and records of the market facility will be available for exam- 
ination by the Secretary at its offices at any time during business hours. 

(i) That the title to the market facility, or any part thereof, will not be trans- 
ferred or encumbered, or leased for any purpose not related to the operation of 
the market, and that any of the vacant land of the market facility will not be 
leased for a period longer than one year (including the period of any renewals 
or extensions of such lease), except with the approval of the Secretary. 


MAXIMUM CHARGES 


Sec. 11. If mortgage insurance is extended by the Secretary under this Act, 
to aid in financing the construction of a market facility, the maximum charges 
which may be received for the use of the market facility shall be subject to the 
approval of the Secretary during the period between the date the assistance is 
extended and the maturity date originally specified in the mortgage instruments. 
The Secretary shall approve such maximum charges if he determines they are 
reasonable and nondiscriminatory. 
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DEFAULT 


Sec. 12. Whoever knowingly demands or receives a charge in excess of the 
applicable maximum charges approved under section 11 or violates any covenant 
or condition arising out of a mortgage insurance contract, other than a default 
in payment, shall be liable to a penalty of not more than $2,000 for each such 
offense. Each distinct violation shall be a separate offense, and in the case of a 
continuing violation each day shall be deemed a separate offense. Such penalty 
shall accrue to the United States and may be recovered in a civil action brought 
by the United States. 


ACQUISITION, OPERATION, AND DISPOSAL 


Sec. 13. In the event of default, and conveyance of the property to the Secre- 
tary under the applicable provisions of this Act, the Secretary is authorized to 
accept title to such property; to maintain and operate (but not including engag- 
ing in the business of buying or selling perishable agricultural commodities) or 
lease such property for such period as may be necessary to protect the interest of 
the United States therein and to sell or otherwise dispose of such property at 
public or private sale to the highest responsible bidder on such terms and on 
such conditions as the Secretary deems feasible. All net amounts realized from 
the operation or disposal of any property acquired under this section shall be 
deposited in the insurance fund. The insurance fund shall be available to defray 
expenditures in connection with the acquisition, maintenance, operation, and 
disposal of any such properties without regard to the provisions of section 3709 
of the Revised Statutes. 

FEES AND COMMISSIONS 


Sec. 14. No officer or employee of the Department of Agriculture shall directly 
or indirectly be the beneficiary of or receive any fee, commission, gift, or other 
consideration for, or in connection with, any transaction or business under this 
Act other than such salary, fee, or other compensation as he may receive as such 
officer or employee. Any person violating any provision of this section shall 
upon conviction thereof be punished by a fine of not more than $2,000 or impris- 
onment for not more than two years, or both. 


ADMINISTRATIVE PROVISIONS 


Sec. 15. (a) The Secretary is authorized to promulgate such rules and regu- 
lations as may be necessary for the administration of this Act. 

(b) The Secretary shall administer this Act by agencies within the Depart- 
ment of Agriculture presently engaged in investigating and developing plans for 
improved market facilities. 


ADMINISTRATIVE EXPENSES 


Sec. 16. There is authorized to be appropriated such sums as Congress may 
from time to time determine to be necessary to enable the Secretary to carry out 
the provisions of this Act, except that any expenses in connection with market- 
ing facility research, development of plans for market facilities, determination 
of the need for market facilities, and methods of operation of market facilities 
shall be financed from funds made available pursuant to the Agricultural Market- 
ing Act of 1946 and the “marketing farm products” item in the Department of 
Agriculture Appropriation Act. 

The CHatrMan. I assume that most of the older members of the 
committee are entirely familiar with the subject covered by the bill. 

I understand the objectives sought to be accomplished by the bill, 
and I thought we should have hearings to the end that the new 
members of the committee might be entirely familiar with the pro- 
visions of the bill and also with the subject of the bill. 

I have requested the Department to send up someone to discuss 
the bill and to give us the benefit of the Department’s views. I 
understand that Mr. Kenneth L. Scott, the Director of the Agricul- 
tural Credit Services, is here this morning. 

Mr. Scott, we will be glad to hear from you at this time. 





8 DEVELOPMENT OF MARKETING FACILITIES 


STATEMENT OF KENNETH L. SCOTT, DIRECTOR, AGRICULTURAL 
CREDIT SERVICE, DEPARTMENT OF AGRICULTURE 


Off the record. 

(Discussion off the record.) 

The Cuamman. Mr. Scott, do you want to file your prepared 
statement for the record and then submit to questioning ? 

Mr. Scorr. I would be glad to do that, Mr. Chairman; yes, sir. 

The CuHarrMan. Well, suppose you do that, and without objection, 
your statement will be accepted in toto for the record and then we 
would like to ask you a few questions here for at least a few minutes. 

(The statement of Mr. Scott is as follows :) 


STATEMENT BY KENNETH L. Scott, DIRECTOR, AGRICULTURAL CREDIT SERVICES, 
UnNitep STATES DEPARTMENT OF AGRICULTURE 


We in the Department of Agriculture appreciate this opportunity to present 
our views on H. R. 4054. We have given a great deal of thought and study to 
this bill. In the main, its general purpose is to facilitate, encourage, and 
assist “in the creation and development of modern and efficient public wholesale 
markets for the handling of perishable agricultural commodities in areas where 
markets are found to be needed * * * to the end that unnecessary costs and bur- 
dens attendant with the marketing of perishable agricultural commodities caused 
by. inadequate or obsolete facilities may be eliminated and that the spread 
between the amount received by producers and the amount paid by consumers 
may be reduced.” 

We are convinced that improvements in marketing facilities for farm prod- 
ucts are needed, and that the most pressing needs exist in the wholesale produce 
markets of large cities. These markets are interstate in character since they 
are the outlets for products grown in practically every State in the Nation 
and are important price-making institutions even for products that do not move 
through them. Repeated investigations by the Federal Trade Commission, the 
Joint Commission of Agricultural Inquiry established by the 67th Congress, 
and other congressional committees have pointed out the unsatisfactory situa- 
tion that exists in many such markets. 

The Committee on Agriculture of the House of Representatives has rendered 
real service by its studies of these markets, its reports pointing out the need for 
their improvement, and its actions designed to bring about many needed changes. 
The results of one of these investigations stimulated interest in and contributed 
greatly to the development by this committee of legislation which was enacted 
by Congress as the Agricultural Marketing Act of 1946. In that act the Depart- 
nent of Agriculture was authorized and directed, among other things, to deter- 
mine the needs and develop, or assist in the development of, plans for efficient 
facilities and methods of operating such facilities for the proper distribution and 
handling of agricultural commodities. In addition, the Department was given 
responsibility to foster and assist in the development and establishment of more 
efficient marketing facilities for the purpose of improving the marketing of farm 
products and reducing the spread between prices paid by consumers and those 
received by farmers. 

Under the authority of this act and upon request of the groups concerned, the 
Department has made detailed studies of the market facility needs of many 
localities. For each of these localities specific plans have been developed for 
the construction of efficient market facilities of many kinds including, in addi- 
tion to large city produce markets, facilities for assembling, grading, and packing 
fruits and vegetables in producing areas, egg-assembly plants, poultry-processing 
plants, grain storage and handling facilities, livestock auctions, frozen food 
plants, warehouses, and other major types of facilities used in handling products 
between the farm and the consumer. During the past year the Department 
assisted 43 localities in planning and constructing improved facilities. In 19 
of these localities the new facilities were built or were under construction by 
the end of the year. 

The large city wholesale produce markets studied include Boston, New York, 
Philadelphia, Baltimore, St. Louis, Kansas City, Dallas, San Antonio, Houston, 
Minneapolis, St. Paul, Indianapolis, Rochester, Louisville, Nashville, Atlanta, 
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Jackson, Miss., Birmingham, Columbia, S. C., Miami, Raleigh, Richmond, Nor- 
folk, Hartford, New Haven, Bridgeport, Milwaukee, Little Rock, San Juan, P. R., 
and many smaller places. In each of these studies the representatives of the 
Department have carefully analyzed the way food is being handled, the costs 
of present operations, the inadequacies and inefficiencies of present facilities, and 
determined what costs could be reduced or eliminated. On the basis of this 
information on existing conditions the kinds and amounts of facilities needed 
have been determined, the best location for such facilities ascertained, and the 
probable cost of the proposed facilities calculated. The expected savings and 
other benefits are developed, and possible ways of bringing about the construction 
of the new facilities are explored. 

When each study is completed the proposed facilities are set up in the form 
of a model set at a meeting of all interested groups at which the findings and 
recommendations are presented. Followup assitance is given as needed. 

Altogether, produce market studies have been made in at least 55 localities, 
in 26 of which new facilities have been built or are under construction. The in- 
terest in improving the conditions in these cities is shown by the fact that every 
study made has been upon local request and that so many requests for assistance 
have been received that we have been unable to respond to all of them. 

Our studies show that the wholesale produce markets in many of these large 
cities are antiquated and inefficient. In some places the markets have been in 
their present location for more than 100 years. Since these markets were 
established, the population they serve has increased manyfold and per capita 
consumption of these foods has greatly increased. The markets do not have suf- 
ficient space to handle the products properly. Supplies arriving by rail usually 
must be hauled by motor truck from the railroad track to the wholesale store 
at a cost often exceeding $50 per car. Stores are not large enough to handle 
the volume, so products are stacked on sidewalks. Refrigeration is lacking. 
Streets are narrow. Traffic congestion is serious. The design of buildings is 
such that modern handling equipment cannot be used. Parking spaces are not 
available. There is no room to expand. Under such conditions costs are high, 
deterioration and spoilage is great, and pricemaking forces operate with diffi- 
culty. 

The stated general purpose of this bill is to help correct conditions such as these 
to the end that unnecessary costs and burdens on the marketing of perishable 
agricultural commodities caused by inadequate or obsolete facilities may be 
eliminated. We in the Department of Agriculture are in accord with that objec- 
tive. This committee is to be commended for the interest taken in this subject 
and the contribution it has made and is making to the solution of the marketing- 
facilities problem. 

The main specific approach taken by this bill is, however, open to serious 
question at this time. The bill seeks to aid the establishment of improved whole- 
sale market facilities for perishable agricultural commodities in large market 
centers by making available, for a charge of one-half of 1 percent per year on 
the outstanding principal, mortage insurance on not more than 85 percent of the 
total cost of the facilities, provided that they meet certain preseribed standards, 
The aggregate amount of principal obligations outstanding at any one time on 
all mortgages insured under this bill, and on all mortgages with respect to which 
commitments to insure have been made, could not exceed $100 million. Thus, 
basically, H. R. 4054 is a bill to help finance improved wholesale market facilities. 

The rather extensive experience that the Department of Agrienlture has had 
in working with this problem in various parts of the Nation, clearly shows that 
financing is not the limiting factor in the establishment of improved wholesale 
market facilities for perishable agricultural commodities in large market centers. 

The main problem in getting improved market facilities built in large cities 
appears to be the lack of some agency or group to take the lead in bringing 
together the various interests concerned with market improvement which include 
wholesalers of the different kinds of foods, railroads, trucking companies, real 
estate owners, financial institutions, city officials, retailers, farmers, and others. 
The task of developing a proposal acceptable to all these interests is tremendous. 
After such a suitable plan has been developed and the necessary agreements 
reached, comes the task of getting the land, signing leases, arranging the financ- 
ing, building and operating the facilities. The problem of finding an agency or 
group to carry through a program of this kind from the very start, is made even 
more difficult by reason of the fact that each city is usually without experience 
in this field because new wholesale food districts are not built in a city more 
frequently than once every 50 to 100 years. 
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It is recognized that the willingness of private capital to enter the field of 
financing produce-market facilities at present seems to be somewhat limited. 
This, however, appears to be largely the result of a lack of familiarity with 
market facility projects on the part of financial interests and investors. The 
problem is most evident where responsible local leadership has not developed to 
a point where an attractive program has been effectively presented to financial 
agencies equipped to provide the amount of financing required. Thus, while the 
Department is in accord with the objectives of H. R. 4054, it believes that any 
consideration of insured loans for market facilities for perishable commodities 
should be withheld until a more thorough effort has been made to attract private 
capital for the purpose of financing such projects. 


The Cuairman. First, I note that the present Secretary is opposed 
to the pending bill, if I understand this report, is that right ? 

Mr. Scorr. Mr. Chairman, we feel that the financing of these mar- 
keting facilities is not the limiting factor. As is brought out in this 
statement, the Department has been doing a great deal of work with 
various cities in getting marketing facilities thought through and 
making plans, and they are making a lot of progress. We are very 
much in sympathy with the objectives of this bill and recognize the 
fine work which this committee has been doing in this field. 

The Department recognizes that mesapual marketing outlets and 


increased markets are very important in this situation. We do not 
feel that financing alone is keeping the facilities from being improved 
as they should be at many of these central markets, 

The Carron. Mr. Scott, if I may say so, for more than 10 years 
this committee has been considering this very problem, and I remember 
back in 1945 I was appointed chairman of a small subcommittee of 
this committee by Mr. Fulmer of South Carolina who was then chair- 


man of this committee, and that subcommittee, of which I was the 
chairman, made an investigation of these general markets in the met- 
ropolitan areas and we found, and so reported to the full committee, 
that they were antiquated, that they were outmoded and inadequate 
to meet the needs; that they were in some instances just nothing but 
ratholes and that they were actually a burden upon our distribution 
system. 

From that time until this, we have been trying to do something about 
it. Now, I agree with you that the Department of Agriculture has 
done a lot to help these cities in the field of marketing facilities. I 
know that Mr. Crow down there has done a magnificient job. He has 
devoted his time and talents through the years to this very subject and 
I do not know anyone in the country who is better qualified to do 
this than Mr. Crow. 

We have had these surveys made in many of the cities, but very 
few markets have been built as a result of those surveys. Very few 
of the municipalities are able to finance the building of these markets 
on long term amortization and at reasonable interest rates. Therefore, 
the markets have not been built. 

In many of these metropolitan areas such as New York’s Washing- 
ton Street market, people do not regard the marketing facilities as 
altogether a local problem. It is a problem which is impressed with 
the national interests, because large quantities of fruits and vegetables 
go through these markets. I believe that they have indicated that at 
the Washington Street market in New York about 20 percent of all 
the produce going to New York in America went through that market 
and that market is a burden on the distribution system and everyone 
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who knows anything at all about it, knows that that is true, because 
it is inaccessible to trueks and to trains. . 

If you will look at all the big corporations in America like the 
Atlantic & Pacific Tea Co., you will find they have built modern 
markets along the railroad tracks where a train can roll up to the back- 
door and a fleet of trucks can roll up to the front door and produce can 
go through. The Colonial Stores is another big chainstore operation 
and they have done the same thing. 

I was willing to agree with you that financing is not the only thing, 
but I still think it is the most important thing. 

The Secretary of the Department of Agriculture said that private 
capital should do this, but private capital has not done it for 100 
years, and I do not believe that private capital is ever going to do it. 

Mr. Poace. Will the gentleman yield? 

The Cuarrman. Yes, sir, Mr. Poage. 

Mr. Poace. The gentleman suggests in his statement that he be- 
lieves that private capital was not familiar enough with these prob- 
lems. Isn’t actually the problem not one of familiarity with what 
is happening, but there is plenty of familiarity with what is happen- 
ing and that there are too many powerful private interests who are 
making too much money off the real estate and the rentals at the 
existing markets and they have too much of a stranglehold on most 
of the local governments to ever get a financing institution to assist 
and also to ever get private capital to move in and finance new 
markets as long as they can rent this property at a fast profit. Their 
feeling is: “Why should we let anyone else go in here and establish a 
new market?” Is not that property held by people who are in a 
position financially to put their finger over here and say to the life- 
insurance company, “Don’t make any loan there for a new market,” 
and say to the city council, “Don’t you make any loan here for a new 
market.” Isn't that what is happening, rather than lack of famili- 
arity? Is it not a real familiarity with this means of making exorbi- 
tant profits? Is it not the actual familiarity of these people with 
the situation which prevents the establishment of new markets, rather 
than a lack of familiarity on the part of financial institutions? They 
know all about it and they know all about the people who will profit 
if they finance it, also. 

Mr. Scorr. Mr. Poage, I feel there is no difference of opinion be- 
tween the Department and this committee on the urgent need for 
these facilities. It is our experience that there are so many factors, 
as you and the other members of the committee well understand, and 
to which you have just referred, Mr. Poage, that are preventing and 
are making it extremely difficult to get a plan worked out and to 
even get the sites. 

Mr. Poace. Well, can you get it worked out simply by doing 
nothing? 

Mr. Scorr. Mr. Poage, I am certain that the Department has been 
doing a great deal, as brought out in the statement. There are exam- 
ples of many, many cities where they have been working and have 
aided the local people in developing practical plans and carrying them 
right on through to completion. In Philadelphia, one of the large 
markets where there is certainly an outstanding need for new facil 
ties, they have been working on that for years and it appears that 
progress is being made. It is slow, but we have had to get local leader- 
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ship in there to get hold of some of these problems and bring the 
pressure to bear where needed in order to break the j jam and get the 
plans laid out. Once they are laid out and are practical, it 1s our 
feeling that there are private funds that would come in. 

The Carman. Will the gentleman yield? 

Mr. Poacer. I yield to the chairman. 

The Cuarrman. That just is not accurate, Mr. Scott. In the city 
of Richmond, Va., this committee was told that they had plans which 
had been approved and were ready to go forward with the building 
of the market several years ago. The market has not been built yet. 
The same thing is true in New York. I went up to New York and 
saw the plans which they had to build a new market in New York 
City, but the market has not been built. The Dock Street Market in 
Phil: adelphia i is a bad situation; there is a bad situation in Baltimore, 
and a terrible situation in Boston and all over the country. 

It is easy for us to sit back here and say that private capital should 
do this, but when we know full well that private capital is not doing 
it, it seems to me that if we are going to do anything to improve our 
distribution system and shorten the distance between the producers 
of the country and the consumers of the country, that this is one 
thing we cando. It will not cost the Government any money, because 
the amortized loan will be retired with the rents and the earnings of 
the property itself. The Government does not put out the money. 
The Government guarantees it and I do not know how you could work 
out a better bill than this one. I do not want to take the credit for 
the authorship of the bill, because I know every member of this com- 
mittee has made a contribution to the drafting of the bill, as evidenced 
by the fact that in the past the House of Representatives passed it at 
one time by a unanimous vote and we; have not had any trouble get- 
ting the Rules Committee to give us a rule. The fact of the business 
is that the first money given to this committee to do any investigating 
was given to us for the one purpose of investigating this marketing 
situation. They gave us $50,000 and we were told that if we needed 
$150,000, we could get it. 

Do you remember that, Mr. Poage ? 

Mr. Poace. Yes; I do, Mr. Chairman. 

The Cuamman. Gentlemen, we have a rollcall in the House and 
we will have to suspend our hearing at this time for the day. 

Off the record. 

(Discussion off the record.) 

Mr. Scorr. Thank you, Mr. Chairman. We will be delighted to 
come back at any time and discuss this legislation in as constructive 
a way as we possibly can. 

The Crarrman. We shall resume the hearing tomorrow morning, 
if you can be back then. 

Mr. Scorr. All right, sir. 

The CuarrmMan. We will resume at that time. 

The committee will stand adjourned until 10 o’clock tomorrow 
morning. 

(Thereupon, the committee at 12:20 p. m. adjourned, to meet again 
at 10 a.m, on Friday, May 20, 1955.) 
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FRIDAY, MAY 20, 1955 


Houses or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in room 1310, 
New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

The Cuarrman. The committee will be in order. 

Mr. Scott, we will be glad if you will continue with your state- 
ment. I apologize for interrupting you and taking so much time when 
you were about to testify before. You might as well go ahead with 
your statement. 


STATEMENT OF KENNETH L. SCOTT, DIRECTOR, AGRICULTURAL 
CREDIT SERVICES, ACCOMPANIED BY WILLIAM C. CROW, CHIEF, 
TRANSPORTATION AND FACILITIES BRANCH, AMS, DEPART- 
MENT OF AGRICULTURE 


(The prepared statement of Mr. Scott appears at p. 8.) 

The CHarrman. Mr. Scott, it seems to me that you have presented a 
splendid argument in behalf of this bill, but you wind up withholding 
your support. 

Every paragraph of this statement is an argument in behalf of the 
bill. You say we should wait a while longer until we can attract 
private capital. We have been waiting 100 years to improve the 
markets in New York and these other places. 

I can appreciate the difficulties that you point out at the end of 
your statement about bringing local groups together and creating this 
interest. 

On page 3 of your statement, after you discuss your studies in these 
various places, many of which the members of this committee have 
visited with respect to the marketing facilities, you say this: 

When each study is completed, the proposed facilities are set up in the form 
of a model set at a meeting of all interested groups at which the findings and 
recommendations are presented. Followup assistance is given as needed. 

That is what the Department of Agriculture, through the Market- 
ing Bureau, should bring these interested groups together for. 

I know you have made some splendid recommendations in many of 
these places. 

What we need, what we think this bill would provide is leadership 
to bring the groups together, to see that this situation is improved. 
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You point out in this statement that these are interstate markets, 
because produce goes into these markets from just about every State 
in the Union. 

And if you take that part, as the only justification for feeling that 
the Federal Government should take an interest in it, it is because 
these markets are impressed with the national importance. People 
from all of the States trade in them. 

You say that finance is not the block or limiting factor. Certainly, 
it is one of them. 

We have been told about cities that were ready to go ahead, to build 
markets, but there has not been any finance available. Richmond, 
Va., is one such. A witness came here and said that they had the plans 
and everything ready to start. Do you know whether they have ever 
started a market in Richmond $ 

Mr. Scorr. It is my understanding, Mr. Chairman, that finances 
have been arranged down there during recent months. I think the 
city has made some special arrangements for the financing. 

I want to emphasize again, Mr. Chairman, we have studied our ex- 
perience very carefully. We have tried as best we can to present to 
you an honest, candid appraisal of our experience. We are not de- 
preciating the fact that financing is important. We do honestly feel 
that it is not the limiting factor. 

It is such a complex problem. 

As we point out here, we think that the getting of some real effective 
leadership in the picture among the local people, that are best able to 
bring all of these conflicting private interests together, is best, and to 
finally mold this thing into a good, practical plan. 

The Cuarman. That same argument could very well have been 
advanced by the department of some agency of the Government when 
we talked about housing. Why not let private capital do it. Private 
capital did not do it. 

And there was the question of finance for tenancy farmers. And we 
have the Farmers’ Home Administration. Private capital did not 
come into it. 

I believe if we start and build a pilot plant, so to speak, and show 
private capital, that the Government is interested in this proposition, 
that we will underwrite it, you will find private capital coming in and 
putting up the money. 

These are supposed to be self-liquidating marketing facilities, with 
the rent to be applied on the payment of the debts. 

You have spent a lot of time and money, and the officials, the experts 
in the field of marketing, have visited a lot of the cities, and have 
drawn up a lot of plans. You have had a lot of meetings. 

You say some facilities have been built in many places, but they have 
not been built in the places where we think some facilities are badly 
needed right now, such as Boston and New York, Philadelphia, Balti- 
more, Richmond, and other places. And, down in Raleigh, in my 
district, they did a job there. They pointed out how much could be 
saved by new facilities. Nothing has been done about it, because in 
every one of these cities you find a tremendously influential group 
residing there, who are the property owners, the people who are profit- 
ing off of these inadequate facilities right now. 

This bill only authorizes $100 million. You know that would not: 
do the job, but, at least, it would point the way. We could finance 
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one or two of these markets and it might even become unnecessary 
for us to expand further the Federal activity. 

I think private insurance companies and other lending agencies 
might come in and take it over. 

It seems to me that you and I and all of us have been talking for all 
of these years about doing something to improve our distribution 
system. You admit that this is a burden on our existing system, these 
antiquated markets. This is an effort that we have been trying to 
make here for 10 years to do something about it. 

Mr. Scorr. We certainly agree with you as you have just pointed 
out that in these larger cities there is a glaring need for this. 

You mentioned Federal housing. Our feeling is that we need to 
get local leadership. We feel that the Department is being very 
helpful and has in many instances, in helping get this leadership 
together and to help them to think it through, get the plans devel- 
oped, so that they are at the stage of going on. Using the Federal 
housing, for example, of a builder out here with a house. He gets 
the house all built. It is in the shape that he believes it is ready for 
an owner to move into. At that point he seeks his financing. He goes 
to the FHA oftentimes, and gets his insured loan. 

The Cuarrman. If you could announce that you were going to 
Richmond or Raleigh or some other place—that the representatives of 
the Federal Government were going to be there to explain the plan 
which contemplated self-liquidation of the project, to build new 
facilities, you would create an interest. People would come out to 
the meeting. Even then you are going to meet resistance of the vested 
interests that are now profiting from a lot of ratholes, such as in 
Washington Street and Dock Street, and these other places. 

Mr. Scorr. I think that is right. 

The Cuarrman. If we could furnish the leadership, it would help. 
This bill passed the House once by unanimous vote. It was reported 
by this committee, 19 to 1. There has been a great deal of interest in 
it. 

I could send out a hundred telegrams, and fill this committee room 
eo witnesses who favor the legislation. The people are still inter- 
ested. 

If private capital is going to move in and does move in, then we 
would not need this. I think that by creating this agency in the 
Department of Agriculture, it would help. It would not cost us any- 
thing. The evidence shows that with the personnel you now have it 
would probably not require another man to be added to the payroll. 
You could just go ahead and run the show and get these markets 
going. I do not think we ought to sit back and wait 10 more years. 

Mr. Kine. Mr. Chairman, does your bill guarantee 85 percent of 
each bond that is put up, or does it actually guarantee 100 percent 
of 85 percent of the total? 

The Cuarrman. It is 85 percent of the total. 

The local community puts up 15 percent, and the Government under- 
writes the 85 percent. 

Mr. Kina. You are guaranteeing that 100 percent—only 85 percent 
of the total, but you are guaranteeing that they will lose no money. 
They cannot lose 15 percent. 

The Carman. Why not? 
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Mr. Kine. You take the individual bondholder, who puts it up, 
based on the Government guaranty—are you protecting him 85 percent 
of his investment, or are you protecting him for 100 percent ? 

The Cuairman. 85 percent. The local community puts up $15, the 
Government underwrites the other $85. In the event of liquidation, 
the $15 is already there; 15 percent would be put up by the local 
community. 

Mr. Kine. You mean that is put in, in cash? 

The Cuarrman. That is right. 

I would just like to say that I do not know of a bill that has had 
more consideration than this one. It has been worked over and over 
and over. It is not the handiwork of any 1 man or 6 men. It is the 
handiwork of every man on this committee, who has worked on it 
through the years. We have come to the place where we call it almost 
perfect, because it is not necessary even now to make any changes. 

Mr. Kine. I would like to ask Mr. Scott a question. In New York 
and Philadelphia—in both of those markets—they certainly need im- 
provements in their facilities. 

What percentage of the total produce going into the territory is now 
passing through terminals compared with 25 years ago? 

Mr. Scort. May I ask Mr. Crow to answer that? 

Mr. Crow. The answer to that depends, first, of course, on the defini- 
tion of how many of the facilities in Philadelphia and New York you 
plan to include in your definition. 

In Philadelphia, besides Dock Street, you have Delaware Avenue 
and there are some more facilities around the fringes, but if you mean 
the market areas collectively, leaving out the chainstores which I 
believe is the thing that you have in mind 

Mr. Kine. The great increase in the produce, that is not going into 
the wholesale market, would not even go into the new terminal, for 
instance, because of the rapid development of the chainstore ware- 
houses that pull their stuff in directly. 

Mr. Crow. That is correct. Our figures are not absolutely up to 
date, but around one-third of the produc ts go directly to service whole- 
sale warehouses and chainstore warehouses, located outside the market 
area 

Mr. Kina. You mean it is only one-third now in a market like New 
York now, two-thirds of all the produce consumed in the territory 
goes through Washington Street ? 

Mr. Crow. Not right now, because we do not have the current fig- 
ures, but as of the most recent figures we had, it was running around 
one-third. 

Mr. Kine. Meaning that two-thirds does go through the wholesale 
market facilities? 

Mr. Crow. Yes. These facilities are not restricted to the Dock Street 
market or to Washington Street, but include antiquated facilities in 
and around those streets that you are talking about in New York. 

Mr. Kine. You have got the same trend in the business, even in 
Chicago, where they have a good terminal. 

Mr. Crow. That is right. 


The Cuatrman. Will you yield there for one question? 
Mr. Kine. Yes. 
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The Cuamrman. Was I not right in saying that 20 percent of the 

oer go through one market in New Y ork C ‘ity ¢ 
{r. Crow. It was about 12 percent into the New York metropolitan 
area, 

The Cuarrman. Twelve percent of the entire production ? 

Mr. Crow. Into the New York City area. 

The Cuarrman. It went into that? 

Mr. Crow. Collectively. 

The Cuarman. And then out to the area surrounding? 

Mr. Crow. That 12 percent includes the volume going into New 
York City markets, directly to the chainstore warehouses, and to 
other establishments in the metropolitan area. 

The Cuarrman. I know that. It goes into that area. 

Mr. Crow. Yes, into the New Y ork City metropolitan area. 

Mr. Kine. As one who has been familiar with the Philadelphia- 
New York markets, and various other terminals for a long time, I 
2m surprised that you think that two-thirds of the produce of the 
county still is moving through the wholesale houses. I would think 
that it is just the other way around, that two-thirds of the perishable 
produce is now being shipped direct without the wholesaler being in- 
volved there. 

Mr. Crow. The percentage of nonperishables gomg around the 
wholesalers is much greater. It runs higher on the nonperishables 
than on perishables. 

Mr. Kine. Take the A. and P. Co., for instance, as an example, I 
would suppose that they buy 80 percent. 

Mr. Crow. They do. 

Mr. Krne. Direct ? 

Mr. Crow. Yes. 

Mr. Krnc. And you add them together with all of the other chains 
working in the territory, it would seem to me that it would amount 
to two-thirds of all of the perishable produce. 

Mr. Crow. I do not mean to imply that the national chains, such as 
the A. and P. and the Safeway Stores, who have their own buying 
organizations and big warehouses, get only one-third of their produce 
directly at the warehouse. They get a very substantial majority of 
their products at their own warehouses, but I was using the figure on 
the total fruits and vegetables that go into the metropolitan area. 

Of course, those chains get most of their products directly at the 
warehouse. 

The Cuatrman. Suppose you take the A. and P. warehouse between 
Richmond and Petersburg, along the highway. The farmers do not 
deliver direct to that warehouse, do they? I have never seen them 
there. 

Mr. Crow. On that particular one I do not know, but farmers do 
deliver directly to many chainstore warehouses. 

The Cuarrman. That no doubt is true, but I have never seen any 
farm trucks there. 

Mr. Crow. I have not, at that one, either. 

Mr. Kina. And they take carlots direct from all over the country 
that never touch the city terminal at all, the public terminal. 

The Cuarmman. I do not mean to say that the situation is bad all 
over America, but I know it is bad in those spots like Boston and 
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New York and Philadelphia, these big cities, that need someone to put 
leadership and financing in there to induce them to do something. 

Mr. Kine. I asked the question because it has a bearing on the 
long time financing of big terminal facilities. If the trend of business 
follows its course over the last 25 years you may find yourself with 
some big terminals in the cities that will not be occupied, so that the 
financial plan could never work out. 

The Philadelphia terminal, of course, proposes to encompass the 
food trade as a whole in such a way that only a part of that terminal 
would be occupied by the perishable food and vegetable business. If 
they can encompass all allied lines in a terminal, it would be a much 
better financial proposition. 

Of course, I realize, after knowing of these plants in New York 
and Philadelphia for many years, that the basic problem is gaining 
the cooperation (1) of the principals in the business; (2) the city 
officials, the railroads, and everybody else involved. 

While we might finance and build a new terminal, we cannot force 
anybody to go in there as a tenant, someone who, perhaps, at present 
owns his own property and is conducting a wholesale business. He 
might have a notion that he can conduct his wholesale business where 
he now is, irrespective of the big terminal that you create. 

Mr. Scorr. As I pointed out in my statement we think just as you 
have stated that the big problem here is getting all of these varied 
interests together and formalizing a practical and comprehensive, 
sound plan. That isthe big hurdle. That is the big job. 

Mr. Jones. On page 2 of your statement, down at the bottom, you 
say that during the past year the Department assisted 43 localities 
in planning, constructing improved facilities, and then you mention 
that in 19 of those counties the new facilities were built or are under 
construction, that is, were at the end of the year. 

It might be helpful, I think, to the committee to know where these 
19 new facilities were built. And also to give us some idea as to the 
approximate percentage of the produce that was being handled in 
those places as compared with the total, particularly in the larger 
terminals like New York and Philadelphia—those of that type. 

Where were these 19, mostly in small localities ? 

Mr. Scorr. Mr. Jones, would you like that for the record ? 

Mr. Jones. I wish that you would put that in the record. I think 
it would be helpful to see where those facilities have been built. 

Mr. Scorr. We will be very glad to do that. 

(The information requested is as follows :) 

Three of the 19 facilities constructed or under construction were grain-market- 
ing facilities in North Carolina and Kentucky, and 3 were improved poultry- 
and egg-marketing facilities in 3 States. New wholesale produce markets were 
completed or were in various stages of construction in 13 places: Boston (meat 
only); Savannah; Jacksonville, Fla.; Houston; Beckley, W. Va.; Jacksonville, 
Tex.; Indianapolis; Toronto; Louisville Nashville; Rochester; Carthage, Tex.; 
and San Juan. The volume of produce being handled in these places is much 
less than that handled in such places as New York and Philadelphia. 

Mr. Horven. Mr. Scott, anyone who has visited the Washington 
Street market in New York, as I have, and others have, fully realizes 
that it is a deplorable situation, something should be done about it. 
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Mr. Scorr. Yes, sir. 

Mr. Hoeven. There are two observations that I would like to make. 

First of all, I am just wondering where in the world they would 
establish a new terminal market in the city of New York. It stands 
to reason that you have to have proper rail and water facilities, and 
you cannot establish such market clear out beyond the confines of 
downtown New York. It would mean the condemnation of valuable 
property on the waterfront to establish such a new facility. 

It is my impression that the city of New York, and the State of New 
York, are not doing very much to remedy the situation. 

The chairman has indicated that the landlords are running a sort 
of a racket. They get high rentals and do not do much to improve 
the property. 

It seems to me that the situation is being condoned and permitted 
by the city of New York. What are they doing to alleviate that 
situation ? 

Mr. Scorr. It is my understanding that you have described the 
situation very well. You have illustrated it so clearly. 

One of the main problems is with the facilities that exist that there 
is a resistance to giving up what advantages they have. 

If you have to seek a large new area, you get into all kinds of con- 
flicting interests. 

Mr. Hoeven. It is my impression that the landlords in perhaps 
rather close cooperation with the city of New York would fight any 
attempt to establish new terminal markets. 3 

Mr. Kina. Will you yield? 

Mr. Hoeven. Yes. 

Mr. Kine. I think that there would be opposition because of vested 
interests, but I do not like to hear you refer to it as a racket, because 
the figures would indicate that it is not a very profitable racket any 
more. 

Mr. Hoeven. I am not referring to the racket on the part of the 
wholesalers. I am referring to a racket on the part of the landlords. 

Mr. Kina. Well, landlords are the operators to a great extent on 
Washington Street, also in Philadelphia, I would think. 

The point is that wholesaling because of this inefficiency has had a 
hard time to exist. 

They have not made much money. 

Mr. Hoeven. The gentleman said that it is his understanding the 
operators were also the landlords. Do you have any basis for such 
assertion. ; 

Mr. Kine. Just personal knowledge of a good many of these places 
that are owned. 

Mr. Hoeven. You may be correct, but it is my impression that most 
of these places are occupied by tenants and not the landlords. 

The Cuamman. Mr. Crow should be able to answer that. 

Mr. Kina. I would say in both markets the principals own their own 

laces. 
" Mr. Crow. We made a study of that aspect of the study in Phila- 
delphia and in a number of other places. 

We found that in city after city a fairly common figure for the 
percentage of merchants in the market owning their own buildings is 
about 15 percent. 
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The CHartrman. Only about 15 percent? The other 85 percent are 
paying rent? 

Mr. Crow. They are paying rent to somebody. 

The CHAIRMAN. Pay ing rather high rent to somebody. 

Mr. Kine. That is surprising to. me, all right, although I never 
had any factual basis for my belief on the thing. However, if the 
rental situation has improved in the last 10 years, so that the land- 
lords themselves have been making a lot of money out of it, I think 
that the wholesale business in New York and Philadelphia, with their 
antiquated facilities, have had a hard time existing. The record of 
bankruptcy and of failure, I think, would show that it is not a very 
profitable racket for anybody. 

Mr. Hoeven. Do you feel that it would be quite essential to locate 
any new terminal market in downtown New York on the waterfront, 
and nedr railroad facilities, or should it be miles removed from dock- 
ing facilities and railroads, which, of course, would again enhance 
the cost of hauling everything out to such a market. 

Mr. Scorr. May I ask that Mr. Crow comment on that? He has 
intimate experience with that. 

Mr. Crow. I do not think it is necessary for these wholesale food 
markets to be located in the downtown business section of the city. 
They can be some miles away from there, but it would not be prudent 
for them to be miles away from the railroads. They would need direct 
rail connections in order to operate economically, as well as the streets 
and highways from the point of their location to every part of the 
metropolitan area. 

For instance, after you raised this question a moment ago, I very 
hurriedly went down the list of 26 or 27 new markets that have 
been built, and noted that in all of the plac es but 5 they moved consid- 
erable distances from the business section. So that in fact they are 
moving out, but not away from a railroad track. 

Mr. Horven. New York is in rather a peculiar situation, being the 
largest city in the country, and having such extensive transportation 
facilities, both by water and rail. 

It would appear to me that it would be more convenient to locate 
a new market near the waterfront and near the railroads, rather than 
attempt to build it clear out somewhere else. 

Mr. Crow. There is a great deal of difference of opinion on this 
subject, or maybe I should s say that the opinion has not crystallized 
as to where a new wholesale food market should be built. 

There are proponents of the idea of building a new market up in the 
Bronx. 

There are other proponents for building a new market by tearing 
down the Washington Street area and putting up new facilities there. 

There are still others who feel that it should be built on the vacant 
land just across the Hudson River on the New Jersey side. 

The kind of market that can handle products effici iently is essentially 
a one-story operation, which would require much land. 

There are still others that feel that they should seek a site nearer 
the center of population in New York City, which would throw them 
over in the borough of either Brooklyn or Queens, just about on a 
line between the two, on the east side of the East River. 
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So you would not find people agreeing on the best location for a 
New York market. 

My own feeling is that it would be very difficult to develop a plan 
that would show any significant economies by tearing down those 6- 
and 8-story buildings, and some taller, in lower Manhattan, where 
the land costs per square foot are so high. I doubt the possibility of 
building proper market facilities in this area that could be rented 
with low enough rents to bring significant economies, if any, into the 
handling of foods. 

Mr. Horven. Assuming that they are going to build a new market in 
the city of New York, and appreciating what you have to say about 
the different views as to where it should be located, who would ulti- 
mately make the decision as to location ¢ 

Mr. Crow. I think the only answer I could give is that the decision 
would ultimately be made by whatever agency is going to build the 
market. If it should be the city of New York, they would make it: 
If it were to be built by a private corporation, that corporation would 
decide. If it were a public benefit corporation, or an authority, it 
would decide. 

The CuarrmMan. But all of it under this bill would have to be ap- 
proved by your Department ? 

Mr. Crow. That is right. 

The Cuatrman. Location, construction, design and all? 

Mr. Crow. That is right; even the amount of land they must have 
for expansion is taken care of in your bill. 

Mr. Hoeven. In the last analysis you would make the decision ? 

Mr. Crow. If this bill were passed ; yes. 

Mr. Hoeven. Assuming that the bill is passed. 

Mr. Crow. I think that you might add that the Department might 
influence the decision, but if they did not use this act, they could do 
anything they pleased. But if they did get mortgage insurance under 
the bill, they would have to have the approval of the site by the agency 
administering the act. 

The Cuarrman. What percentage of the produce that goes into the 
New York area finally goes out 

Mr. Crow. Completely outside of the metropolitan area? 

The CuHarrMan. Yes. 

Mr. Crow. It is quite small, Mr. Cooley. It would not be over 10 
to 15 percent. 

The Cuarman. What about the Philadelphia market—some of it 
goes out to West Virginia and other places; does it not ? 

Mr. Crow. There would be a greater percentage in the Philadelphia 
market than in the New York market. 

The Cuarrman. It goes into the congested area, and then goes out of 
the congested area into other States. 

Mr. Crow. That is right. When we made a study of Philadelphia 
a few years ago, as I recall, we found 25 to 30 percent going outside 
of the metropolitan area. 

There are other cities where over one-half goes outside the metro- 
politan area. 

The Cuatrman. So it goes in and then goes out again ? 


63405—55——4 
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Mr. Crow. That is right. In New York you just happened to pick 
a city where the percentage that is distributed out of the entire 
metropolitan area is not great. 

Mr. Hacen. You have indicated that there is a real problem of in- 
adequate facilities. And the Secretary of Agriculture places great 
emphasis upon improved marketing. 

You have in effect disapproved Mr. Cooley’s proposal. 

What do you personally feel is the maximum area of Federal 
responsibility in this problem of getting better marketing facilities? 
What would you recommend ? 

Mr. Scorr. We feel that this work that we are doing now in getting 
out there and making these surveys and getting the basic information 
that the people need, and anyone needs in making plans of this kind, 
is essential to determining, first, whether there is a sound basis for 
these new facilities. All of that vast ramification of the facts of the 
case, I am sure, has meant a great deal in stimulating local interest. 
We are doing what we can to. get this local leade ship developed. 

It seemed to me that the discussion of just a few minutes ago about 
who is going to make this decision gets right back to the real heart of 
this deal. It seems to me entirely out of the question that the Depart- 
ment under any kind of authority would be able to make any of these 
decisions as to where this is going to be located. 

Does it not get down in the final analysis to the local leaders? They 
have got to decide, weighing all of the evidence that, “We better put 
it out here,” and move in that direction. 

Mr. Hagen. You feel that you have discharged your responsibility 
to the farmers when you merely stimulate some local discussion for 


this ng “wate 


Mr. Scorr. I do not think that is the proper way to describe it, 
stimulating the discussion. I am sure that the Department is doing 
something way beyond that. They assemble basic information and 
draw up the blueprints that are essential to reaching sound and prac- 
tical decisions. 

The Cratrman. Mr. Scott, you could have made that argument 
against public housing. That argument has been made against public 
housing. 

I was not very much in favor of public housing. I am changing 
my mind. 

Now, instead of going to Raleigh or Richmond or some other city to 
stimulate the interest in this, nothing happens, because you have the 
meeting and then go home. If we built these tremendous buildings, 
these apartment houses, it does help. This administration and prior 
administrations, and subsequent administrations will continue to fight 
for public housing. 

Here is some public housing in which farmers and city folks will 
all benefit. They will participate in it. It will profit everybody 
except the racketeers, and the parasites who have been preying on our 
distribution system. 

It seems to me that we have spent millions and maybe billions for 
public housing. We could at least start to do a little public housing 
in the field of agricultural, perishable commodities. That would mean 
a lot to both the producers and the consumers. 

Mr. Scorr. I think that is a good comparison that you make there. 
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We have attempted to set out here clearly that we have not meant to 
depreciate the importance of financing, but a careful appraisal of our 
experience leads us to believe that we should not encourage the Gov- 
ernment to go into this. 

We have attempted to point out that financing is very important. 

We think there are so many other things that we have endeavored 
to point out here that are really the major problems in getting these 
new facilities which we would all like to see whenever they can be 
developed soundly and in the interests of agriculture. 

Mr. Anpresen. Mr. Scott, I would like to ask Mr. Crow about the 
New York market. 

You mentioned that the cost of the buildings and the property would 
probably be so expensive, that is, to tear them down and to build up 
new markets, that the rents would be so high that nobody would be able 
to pay the rent. 

Suppose you go ahead and acquire that, put up a new facility, one 
under this bill in New York, and the people would not pay the rent, 
who would pay for the facilities? 

Mr. Crow. While I do not know who would be administering the 
act, I would hope that whoever it is would never approve a loan for a 
proposition where nobody would pay the rent. 

It would appear to me that the leases should be signed by respon- 
sible people for all of the facilities that would be built. And if the 
agency applying for the mortgage insurance did not have in addition 
to the 15 percent that Mr. ¢ ‘oole ‘y mentioned, signed leases from re- 
sponsible organizations for the facilities, there should be no guarantee 
of the loan. 

The reason I think that the rent in New York City on a market at 
that particular location on Manhattan Island would be prohibitive is 
because a great amount of land is required if you are going to have 
efficient handling of these products. The streets in the market district 
would have to be 150 feet wide. Railroad tracks up to the buildings 
would be needed so that cars could be unloaded into the buildings. 

For economy of operation there should be one-story buildings. 

Wide streets, which seem to me to be a necessity, railroad tracks, 
one-story buildings, and parking areas would require so much acre- 
age that, at the prices of land in lower Manhattan, I think the cost 
would be prohibitive. 

Mr. Anpresen. Even building it in New Jersey, putting up the 
market facilities in New Jersey on that flat land that we looked at, 
where you would have to have a lot of fill, probably—have you taken 
into consideration the traffic problems in a large metropolitan area like 
New York, when they have about 20 million people in the area that 
all have to go to the same place, to say nothing of the regular traffic 
problems? Have you considered that factor in the present discussion ¢ 

Mr. Crow. Yes. In every place where we have made studies and 
developed plans, the traffic problem has been one of the important 
features that had to be considered. We have worked with the traffic 
department of the cities, and with the city planning commissions, in 
helping suggest locations for the facilities that we have proposed. 

We have p picked locations where the traffic problem would be held to 
a ee As a matter of fact, in Philadelphia which has been 
mentioned, we have proposed a location some 3 miles south of the 
Dock Street area, out of the concentrated business section where the 
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traffic problem is tremendous. We propose to move the market 3 
miles south to a point that is accessible to all of the railroads in the 
city—a point where there is a bridge across the Delaware River that 
taps the New Jersey Turnpike. Going out the other way it hits the 
Schuylkill Expressway and the Pennsylvania Turnpike. The pro- 
posed Delaware Expressway runs right into it. 

So we are trying to develop the market in a location from which 
highways radiate to all parts of the city so that from that point they 
can get around and into whatever spot they want to go much easier 
than they can from the heart of the business section. 

Mr. AnpresENn. In that connection, have you considered the way all 
of these big shopping centers are being built in the country, long dis- 
tances from the main section of cities like New York or Washington 
or any other place? 

Mr. Crow. Yes, sir. 

Mr. AnprEsEN. Where people are building their homes, putting up 
these new housing projects that the chairman has referred to. 

It seems to me that we are undergoing a tremendous evolution or 
revolution in the way that people are living, the type of homes they 
are building, and where they do their shopping. 

I was wondering, to bring me up to date, if you have taken all of 
these things into consideration. 

Mr. Crow. We have tried to consider all of those things. It is 
because of that that we have tried to get these wholesale markets out 
of the heart of the city. 

One other thing that needs to be taken into consideration there, too, 
Mr. Andresen, is the trend in this business for a smaller percentage 
of the buyers to come to the market to make their purchases, but to 
telephone their orders in and have the wholesaler deliver them to 
restaurants, hotels, grocery stores, and other retail outlets which are 
located at all of these places that you have mentioned. That reduces 
the number of trucks engaged in the delivery process. 

Mr. Anpresen. Do you not find that a great deal of these perish- 
able items are hauled in by truck and not by rail? 

Mr. Crow. Yes, sir. An increasing amount. 

Mr. Anpresen. More and more in that direction ? 

Mr. Crow. Yes, sir. 

Mr. Anpresen. I know that you have to have railroad and water 
facilities to make good terminal markets, because commodities come in, 
for instance, from Maine—we get potatoes by the carload—is that. 
not right ? 

Mr. McIntire. Right. 

Mr. Anpresen. Or maybe by truck. 

Mr. McIntire. Mostly by car. 

Mr. Anpresen. I know that you package them up in very fine cello- 
phane packages, washed. 

Mr. McIntire. Also by parcel post. 

Mr. Anpresen. Of course, when this matter was up before our com- 
mittee, I thought it was not the proper time to go ahead on something 
of this kind. I recognize the necessity for something being done. 
There is more necessity in New York and Philadelphia, in some of 
those large consuming areas, than there is probably in Minneapolis 
or St. Paul. Mr. Scott has covered that in his statement. I was glad 
to hear Mr. Scott on that. 
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I did want to ask you this: Has this matter been submitted to the 
Bureau of the Budget ? 

Mr. Scorr. This position statement has, yes, sir. 

Mr. Anpresen. And the Bureau of the Budget and the Department 
is opposed to this bill in its present form, where the Government will 
undertake the financing of these facilities to insure loans? 

Mr. Scorr. That is right, Mr. Andresen. Our experience, as I 
pointed out before, leads us to believe that we should not encourage en- 
tering into this insured type of activity. We feel that there are 
so many other major problems here that are holding back the de- 
velopment, and that the credit part is very important, but we have 
not seen it as being the limiting factor to the extent that we feel justi- 
fied in encouraging this type of financing. 

Mr. Anpresen. Has the Department at any time tried to interest 
some of the large insurance companies that have within the past 10 

ears invested their money in housing developments, in a project of this 
ind? 

Mr. Scorr. I think that the financing is already arranged by the 
local leaders. Once they get their plans all developed, our exper- 
ience has been that there have been opportunities available at that 
point for the financing. 

Mr. Anpresen. Some of the insurance companies have gone out and 
put up large housing and shopping developments themselves, have 
financed them and rented them out. Do you know of any insurance 
companies that have considered this wholesale marketing possibility 
with reference to the financing of it ? 

Mr. Scorr. May I ask Mr. Crow to speak to that? 

Mr. Crow. Mr. Andresen, there are a few places where insurance 
companies have put up a portion of the money to build new produce 
markets. The percentage that they put up in those places has been 
considerably less than the amount that would be insured under the 
terms of this bill. 

Mr. Anpresen. How far would $100 million guaranty go from the 
Federal Government—could you take care of New York and Phila- 
delphia with $100 million limitation placed on a program of this 
kind? 

Mr. Crow. I think you could with the limits that would be placed on 
it by definition of commodities in the bill, because, as I see it, with 
the wording that is used the bill does not cover the wholesale han- 
dling of all kinds of foods. The emphasis is on the perishable foods. 
With that qualification I think that you could take care of those two 
cities, if the markets were to be built on reasonably priced land. 

Mr. Anpresen. You say that would take care of New York and 
Philadelphia ? 

Mr. Crow. I think so. 

Mr. AnpreseN. Well, suppose that we would want to extend it then 
and put up new facilities at Richmond and Nashville and St. Paul 
and Minneapolis, and up in Bangor, Maine—how much more would 
we need to take care of the needs of the country where the population 
is growing—take out on the west coast, for instance? 

Mr. Crow. This is a guess, based on the number that might be 
involved, but I think that you could almost take care of the rest of 
them for about what it would cost to take care of Philadelphia and 
New York, because the cost of the others, would be much less. For 
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instance, the market in Richmond would cost about $1,250,000. 
Eighty-five percent of that would be a little over $1 million. 

In a place the size of St. Louis, where they have a market already, 
the total cost might be $4 million, and 85 percent of that would be 
$3,700,000. 

When you are talking in terms of $1 million, $2 million, and $3 
million markets, new facilities could be built in many places for no 
more money than the cost in Philadelphia and New York. 

Mr. Anpresen. Would you recommend an increase in the limit of 
insured loans to make it above $100 million in order to take care of 
other communities outside of Philadelphia and New York? 

Mr. Crow. No, sir; I would not. 

Mr. Anpresen. Then you do not think that we should legislate here 
just primarily for Philadelphia and New York and the wholesalers 
and consumers in that area? 

Mr. Crow. I would not legislate here for any city, but it would 
appear to me that the $100 million that you have in the bill certainly 
ought to be sufficient to try out this idea, and get markets built in 
some of these places. If, at some future time, there appeared to be 
any good reason for changing it, it would be better to change the 
amount after you have the experience than to go completely overboard 
to start with; at least, that would be my reaction. 

Mr. Kine. Will you yield there ? 

Mr. ANpRESEN. Yes. 

Mr. Kine. With respect to the complete covering of the food lines, 
if this bill were to become effective, would you advocate that it would 
be all-inclusive rather than restricted to perishable produce? I un- 
derstand that the new Philadelphia plan includes all of the perishable 
food lines. 

Would you not think that would be advisable in all cases ? 

Mr. Crow. Mr. King, I think that many city wholesale markets 
should be complete food markets. I would even encourage the chain- 
store organizations that need to build new warehouses to locate in the 
vicinity of these markets, and I would encourage the packer branch 
houses to locate right in the same area. 

Of course, in New York City you could not get sufficient land to 
accommodate all types of wholesaling, but in many cases I would 
encourage getting the food wholesaling district together to the point 
that the supplies for the retail stores could all be obtained there. 

Let us assume for the moment that it is necessary to guarantee some 
of the financing for facilities for some of these perishables. I do not 
believe that in order to get all of the rest there it would be necessary 
to go so far as to guarantee mortgages for all types of food whole- 
salers, too. 

I feel, therefore, that it is not inconsistent to say that an effort 
should be made to get the wholesaling of all of these foods together, 
while at the same time leaving your financing provision more 
restricted than that. 

Mr. Kine. Would you mind giving us the estimated cost in Phila- 
delnhia of the latest Philadelphia proposal ? 

Mr. Crow. The latest Philadelphia proposal includes separate sec- 
tions for fruit and vegetable wholesalers, poultry and egg dealers, 
seafood, butter and cheese, frozen foods, meats, and dry groceries. 
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And some land is set aside for allied food industries, such as sugar, 
candy, spices, and tea. 

The projected cost for land and the initial construction for all of 
those people who would be expected to locate in the market within 
the reasonably near future is $35 million. The ultimate cost is esti- 
mated at $100 million. 

Mr. Kine. Would you mind expressing your opinion as to whether 
or not you think that that would pay out in rentals, the Philadelphia 
proposition as now proposed ? 

Mr. Crow. It should pay off if the development is properly handled. 
The stores that would replace the Dock Street wholesale houses can 
be built and rented to those tenants in Dock Street for considerably 
less rent than they are paying now. The rest of the food center, in 
my opinion, could pay out if properly done. I would hope that unless 
it could pay off that nobody, regardless of who puts up the money, 
would finance it. 

Mr. Kine. What was that last statement ? 

Mr. Crow. I would hope that unless it is designed in such a way 
that it could pay off that nobody, regardless of who it is, would ever 
finance a deal like that. 

Mr. ANpRESEN. Just one more question. Supposing it does not pay 
out, the Government has its 85 per cent guarantee in there—who will 
run it then after you build it? The Government has got money in it. 
Who will run it, the Department of Agriculture? 

The Cuarrman. No, no; the bill takes care of that specifically. 

Mr. ANpreseNn. I am asking Mr. Crow. 

Mr. Crow. Under the terms of the bill the guarantor of the loan 
would accept title to the property, maintain it, and lease or sell it. 

Mr. AnpreseN. You would have to hire somebody else to operate it 
then ? 

Mr. Crow. We would lease it to somebody else to run or sell. 

Mr. Kina. Could I ask one more question ¢ 

The Cuatmrman. Yes, Mr. King. 

Mr. Kine. Of both Mr. Scott and Mr. Crow. Would this bill be 
more acceptable if the 85 percent figure were cut down to 60 or 50 
percent ¢ 

Mr. Scorr. Mr. King, we are not objecting to the percentage as 
such. We just have not found in our experience evidence that credit 
is the thing that is blocking these markets. As a result, we feel that 
based on this experience we could not conscientiously encourage this 
type of financing. 

Je have not figured whether it ought to be 85 or 60 or some other 
percentage. 

Mr. Kine. With respect to the Philadelphia proposition, your diffi- 
culty is entirely getting all of the various interests together to agree. 
If you accomplish that, you think even the Philadelphia markets 
would be financed ? 

Mr. Scorr. That is right. There is progress being made. It is 
slow, but as I understand it, there is definite progress being mad> in 
getting these various interests together. 

I would like to make one further comment. We all recognize Mr. 
Crow’s intimate knowledge of this marketing proposition. I want to 
say in all fairness, to bring out the facts here as we understand them, 
that his reference to just partially insuring of some of these facilities 
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is entirely a new angle, so far as any discussions I have been concerned 
with. 

The Cuamman. Not entirely new, so far as this committee is con- 
cerned, because we considered every "kind of plan that was ever sug- 
gested. We had 35 up to 70 up to 90. This was a figure that we all 
finally agreed on that we could undertake, with 85 percent guaranty. 

Mr. Scorr. I did not make my point clear to you, I believe. I was 
referring to his experience, that this insurance might apply, as I 
understood his comment—that this insurance might apply only to a 
part of these facilities. Not having heard that point discussed before, 
and thinking about it entirely from the financing end of it, I would 
need a good ‘deal more information to support that idea. 

It seems to me that if we go into this, or if financing plans are con- 
sidered for necessary new facilities, that they ought to be compre- 
hensive and take into account the whole need of financing. I would 
have, without more information, real reservations about a proposal 
that would just go in there and take care of a piece of the new facility. 

The CHatrmMan. Let me ask you this, then we will have to move 
along, because we have other witnesses. 

In this department report it says: 


While the Department is in accord with the stated purposes of H. R. 4054, it 
cannot at this time recommend the passage of this bill. 


In the same paragraph it states: 


It is recognized that the willingness of private capital to enter such a financing 
field at present seems to be somewhat limited. 

It is an admission in the report that the purpose of the bill is good, 
and still you come along and say that you should withhold this until 
a more thorough effort has been made to attract private capital. 

We have been ballyhooing about this thing for 10 years in this city. 
As I pointed out the other day, back in 1945, 10 years ago, I headed 
a subcommittee, when Mr. Flannagan was chairman of this committee, 
and from that day to this every session of Congress we have talked 
about this thing, and yet we have not attracted enough private capital 
to pet the thing off of dead center. 

I do not envision the necessity of the Federal Government spending 
huge sums of money. I think all we have to do is to make the start, 
point the way, and build a few of these markets, and then other people 
will fall in line. The insurance companies and other agencies will 
come in and finance it. 

We have to take the lead, like we have done in many other things. 
I certainly do not think that we would have any public housing if the 
Federal Government had not stepped into that program. You would 
not have the Farm Tenant pure tiabe programs, which has enabled 
thousands of worthy citizens to become homeowners, unless you had 
had leadership. That is what we are trying to provide by this bill. 

I respect your views, but I do not agree with your decision. 

I want to see this bill put through. I know Mr. Crow’s great in- 
terest in it. 

I would like to ask Mr. Crow, before I finish this question : Do you 
not believe, Mr. Crow, or do you not know that there are cities in this 
country right now in which you have conducted investigations and 
made plans that are ready to go forward with the building program 
if they can get the proper financing ? 











DEVELOPMENT OF MARKETING FACILITIES 29 


Mr. Crow. There are a number of markets for which plans have been 
developed that are in the process of making efforts at this time to ob- 
tain financing for the facilities that they propose. 

The CuarrmMan. That answers my question. 

Are there any further questions ¢ 

Mr. Scorr. Could I just say this: I do not want any misunderstand- 
ing on this. We have tried our best to give you impartially our ap- 
praisal of our experience. 

We are all working toward the same objective. We have not tried 
to depreciate the importance of credit. We just feel that it is not 
the limiting factor. We do not feel that this experience warrants 
us in encouraging this activity. 

The Caarrman. Following Mr. King’s suggestion, how about cut- 
ting it down from 85 to 60 or to 65 percent ? 

The Government’s risk would be minimized that much. And we 
could still accomplish some good. Even according to you, if you cut 
it down to 50 percent, you are still not willing to go along with the 
program. 

Mr. Warrs. It seems to me to be admitted that modern facilities 
are needed in a number of large cities. Is that correct? 

Mr. Scorr. That is right; yes, sir. 

Mr. Warts. You have gone into the problem of leadership, you say, 
and cooperation among the people who will use it ? 

Mr. Scorr. That is right, sir. 

Mr. Warts. Do you think that by the passage of this bill that you 
might facilitate your job of getting those divergent views and inter- 
ests together, if this legislation were passed and capital was made 
available under this act ? 

Mr. Scorr. I think that as the chairman has pointed out, we have 
had experience in some of these other fields that he has mentioned, and 
it seems reasonable to me that if there was a proposal of this kind 
that it would encourage some further interest in it. 

Our position is, that we have not seen evidence that it is necessary 
to get the job done. We are just trying to be as fair as we can in 
presenting our experience to the committee. 

Mr. Warr. Do I follow you in saying that you do not think it is 
necessary to get the job done—that is, you do not think the facilities 
are needed ? 

Mr. Scorr. As I understand it, when the plans have been finally 
worked out and the various local interests have agreed on a good 
practical plan, they have found it. It is my understanding that there 
has not been a failure of funds to come in and to be made available 
to finance it. That is my understanding of the record. 

Mr. Watrs. Where has the failure been ? 

Mr. Scorr. It is in getting these various interests—in getting down 
to the place where you have a practical plan that they can have laid 
in front of them, in front of the insurance companies, the big banks 
or other investors, and to say, “Here it is, we need so much money.’ 
That is my understanding of it. 

Mr. Kine. Will you yield? 

Mr. Warts. Yes. 

Mr. Kine. I think it should be stated that this program has not 
been a failure. There have been many of these facilities built. Over 
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a period of only 15 or 20 years, when the great need came in con- 
nection with the great increase in perishable produce, there has been 
considerable progress all over the country with just the technical 
assistance that they have been getting from the Department of Agri- 
culture. 

If the thing progressed at the same rate, we would accomplish much. 
The principal problem of finance is in connection with these tremen- 
dous big ones like in Philadelphia and New York. I do not think 
the program has been slowed materially, outside of the big cities, by 
the problem of finance. 

The CrramMan, A lot has been accomplished, but here is a statement 
from Mr. Scott—a quotation from his own statement—notw ithstand- 
ing what has already been accomplished, here is what he says: 

Our studies show that the wholesale produce markets in many of these large 
cities are antiquated and inefficient. In some places the markets have been in 
their present location more than 100 years, 

It seems to me that is something that challenges us to do something 
about it. They have been standing there for 100 years. Nobody has 
done anything. Unless we take leadership, nothing will be done. 

Mr. Warrs. If I understood your answer a moment, you did have 
a feeling that maybe if this legislation was enacted that it might help 
overcome some of those obstacles that you have encountered in get- 
ting leadership and getting the divergent views together / 

Mr. Scorr. I think there has been plenty of experience in some of 
these other fields. If the Government were in here, certainly it seems 
to me that would stimulate some interest. Whether it would be 
necessary is another point. 

That was the point that I have been trying to make all the way 
through here. We do not see in our experience, in working with these 
people, a need for this. I would think that it would encourage some 
further interest, but I am trying to distinguish, in answer to your 
question, whether it is actually needed or whether it would encourage 
some further interest in it. 

Mr. Warts. Is there any large city where a modern market, such 
as contemplated in this bill, has been constructed ? 

Mr. Scorr. I did not get that question. 

Mr. Warts. Is there any large market, such as envisioned by this 
bill, that has been constructed in any city ¢ 

Mr. Crow. Markets of this type have been constructed in a number 
of medium-size and smaller cities, such as St. Louis, Houston, San 
Antonio, Louisville, Indianapolis, Jacksonville, and places of about 
that size and below, but not in any larger cities. 

Mr. Warrs. What has been the effect on market conditions where 
such faciilties have been put in operation / 

Mr. Crow. All of the facilities that have been built that we are 
familiar with have been a financial success, so far as solvency is con- 
cerned. While we havea not made a careful follow-up study to measure 
the exact savings, we have talked with many operators in the markets 
that have been built, and they report without exception considerable 
savings in their cost of operation brought about primarily by reduced 
handling, reduced spoilage, and reduced labor required for doing 
the job. 
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Most of them report, of those that have reported, an increase in 
volume of business since the new facilities have been constructed. 

Mr. Warts. A number of the chain stores, or most of them, have 
their own facilities, is that correct.? 

Mr. Crow. That is correct, the larger ones, especially. 

Mr. Warts. Do you think that could have been brought about by 
the failure to have adequate facilities otherwise ? 

Mr. Crow. I have been told by officials of some of the large chain 
stores and by even more officials of the smaller ones that they were 
pushed into making their direct purchases and having their own 
warehouses sooner than they would have gone into it by reason of 
the fact that the alternatives available to them were too inefficient. 
Some have said that they have pushed the direct buying further than 
they would like to have done. They do not say that they would not 
have made direct purchases, but that they pushed it farther than they 
would have, had the local facilities been more efficient. 

Mr. Warrs. Based on this information, then, if modern facilities 
were erected and operated in these large centers you feel that the 
volume of business that would be handled by them would be increased ? 

Mr. Crow. It has in the ones recently built that we have records of. 

I might add, too, that in some of these where new ones have been 
built and the chain store happened to need a new warehouse they 
located the warehouse adjacent to the facilities that were built. 

Mr. Wartrs. There is a possibility then that some of the chains 
‘ight even change their operation and use the new facilities if con- 
structed ? 

Mr. Crow. I think that if they have the opportunity of buying 
products efficiently in a local facility that a number of them woulc 
not buy as much directly as they do now. I do not believe, however, 
that the large national chains, such as A. and P. and Safeway Stores 
would give up their direct buying contacts. 

Mr. Dixon. I have just one question, Mr. Crow. You have stated 
in the testimony here that there are barriers in the road to the pro- 
motion of these markets,.such as securing some agency and awaken- 
ing enough interest and getting experienced people upon whom you 
would depend to operate it and make it succeed. Then you stated 
that there are a number of these markets that are held up now on 
account of lack of finances. 

Is the lack of securing finances due to the lack of competence and 
experience and interest in the agency that 1s promoting it, or do you 
have markets that have those things that can produce? 

Mr. Crow. I think it could be due partially to the lack of con- 
fidence in the agency that is promoting it. It could be because 
of the proposal not having developed yet to the point where the 
financing ought to come in. It could be because of the reluctance 
of financial groups to put up money, even they do know about the 
situation. 

In other words, I have known of places where opponents of the 
proposal have gone to the financial institutions and put pressure on 
them to keep them from financing the markets. 

So I think there are a multitude of reasons why it is difficult to 
finance. 
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Mr. Dixon. Do you know, Mr. Crow, of areas that have the organi- 
zations set up, so that the Government, if it had the money to lend, 
would back them, who cannot get financing now ¢ 

Mr. Crow. As of this moment I do not know of one that has com- 
pletely finished the development of its proposition and is currently 
ready for financing that does not know where to get it, but that is 
a pretty narrow answer to your question. There have been times 
when that happened. 

Mr. Dixon. You do not know of one now ? 

Mr. Crow. I do not know of one today. 

The Cuarrman. Mr. Crow, you do believe that if the Federal Gov- 
ernment indicated an interest, such as contemplated by this bill, that 
the financing would be readily available through private lending 
agencies with the Government guarantee ¢ 

Mr. Crow. I feel that the action this committee has taken over the 
past 5 years regarding this subject has made a real contribution 
toward making a number of financial institutions that never heard 
of the subject aware of it. 

In addition, it has made many cities that had no interest in doing 
anything about their facilities at all become interested in developing 

plans; yes. 

The Carman. These big markets, like New York, Philadelphia, 
Boston, and all of those of similar size, do have a tremendous influence 
on the ultimate price that the consumer pays? 

Mr. Crow. That is right. 

The CHatrMaNn. In other words, the prices are fixed in those big 
markets ? 

Mr. Crow. Yes. 

The CHarrman. If we can improve that situation, do you think 
that we will increase the consumption of perishable vegetables? We 
certainly should have some influence on the prices that the consumer 
pays and everybody should benefit. 

Mr. Crow. Yes, and I think that you would not want to lose sight 
of the fact that a great deal of these products that bypass the mar- 
ket are sold to the chain store organizations or the service wholesaler 
outside of the market on the basis of the prices established in these 
markets that you are talking about. 

Mr. AnprESEN. Just on that point, competition generally regulates 
the retail price to the consumer and determines what he is going to 
pay for the commodity that he wants. 

So you have got your competition in there that is an element. If 
you have only 1 or 2 dealers who charge the same price, do not neces- 
sarily fix their prices by the wholesale price, that they pay for the 
stuff, you do not get any increase in consumption; is that not a fact ¢ 

Mr. Crow. I think so. 

The Cuarrman. Thank you very much, Mr. Scott and Mr. Crow. 

Mr. Scorr. Thank you. 

The Caran. I have a statement that I ask unanimous consent 
to have inserted in the record. It is from Mr. Joseph S. Shelly, secre- 
tary of the Vegetable Growers Association of America. Without 
objection, it will be inserted. 

(The prepared statement of Joseph S. Shelly is as follows :) 
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STATEMENT BY THE VEGETABLE GROWERS ASSOCIATION OF AMERICA 


Mr. Chairman and members of the committee, my name is Joseph 8. Shelly. 
I am secretary of the Vegetable Growers Association of America, representing 
6,500 vegetable growers. 

The Vegetable Growers Association of America is in full agreement with the 
objectives of H. R. 4054, the bill to encourage the improvement and develop- 
ment of marketing facilities for handling agricultural commodities, referred to 
as the Marketing Facilities Improvement Act. No one is aware any more of 
the inadequate and obsolete facilities for handling perishable agricultural com- 
modities at public and terminal markets than the vegetable growers of the coun- 
try. It is they who use these facilities and often are the recipients of lower 
prices reflected by obsolescent and inadequate facilities, a major factor in the 
inefficient marketing of vegetables. 

There are, however, several features in the bill which we should like to com- 
ment on, suggesting further study and consideration inasmuch as the produce 
industry is by no means a static one. Changes have been extreme since the 
close of World War II and by no means have we reached the point when further 
revolutionary changes will not occur. 

The vegetable growers fully support the measure designating the services au- 
thorized by the Agricultural Marketing Act of 1946 to assist in planning and lo- 
cating these market facilities as well as cooperate in developing proper and ade- 
quate facilities for handling perishable agricultural commodities. To develop 
facilities such as are needed today need to be the latest application of applied 
research, and we can think of no better source for such help than the Agricul- 
tural Marketing Service. Otherwise the facilities will in the near future be as 
inadequate as the present facilities. 

We question the wisdom of the Government investing 85 percent of the total 
cost of the market facility. Such a high percentage will naturally curtail the 
incentive of local investments and local participation. We believe that wider 
and fuller participation by local groups is desirable and stimulating. We believe 
sufficient funds and interest are available locally to increase participation to 
the extent of at least one-third which we believe is in keeping with modern 
business practices and not an undue hardship upon local finances. 

We question very seriously the provision to extend the mortgage over a pe- 
riod of 40 years mainly because if anticipated changes in marketing will be as 
revolutionary as they have been since the end of World War II, which we expect 
they will, these facilities will be obsolete long before they have been fully paid 
for. This will result in a reversion to the condition of inadequacy which we 
find many facilities in today. The interest payments alone would require a 
large percentage of the operating revenue, leaving little for principal and fixed 
operating expenses. 

The feasibility of such market facilities must be thoroughly evaluated in light 
of the present marketing trend which is from grower-shipper direct to the retail 
outlet thus circumventing intermediate handlers which are on the decline. It 
is these intermediate people who would use such market facilities rather than 
modern supermarkets which have facilities of their own. Overextended market 
facilities acquired through the ease of Government paternalism could easily 
result in “ghost” buildings for which the taxpayer will have to pay the bill. 


The CHarrman. I ask unanimous consent to insert in the record 
these three telegrams I have just received. 

(The telegrams from William W. Moorhouse, secretary, Northwest 
Produce Association, Inc., Seattle, Wash. ; Ralph E. Moyse, secretary- 
manager, Wholesale Fruit and Produce Dealers Association of San 
Francisco; and the United Fresh Fruit and Vegetable Association, 
New York branch, are as follows:) 

SEATTLE, WASH., May 18, 1955. 
Hon. Haroup Cootry, 


Chairman, Committee on Agriculture, 
House of Representatives, Washington, D. C.: 
The members of this association earnestly request your committee’s favorable 
consideration of H. R. 4054. 
Witrt1am W. MoorHovuse, 
Secretary, Northwest Produce Association, Inc. 
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San FrRAncisoo, Cauir., May 18, 1955. 
Hon. Haroip CooLey, 
Chairman, Committee on Agriculture, 
House Office Building, Washington, D. C.: 


Wholesale Fruit and Produce Dealers Association of San Francisco and its 
100 members constitutes one of the Nation’s large terminal markets. Existing 
facilities are inadequate and in order to permit the continued development of 
the industry and advantages sale of farm produce, new market facilities are 
required. H. R. 4054 will give great support to the present move sponsored by 
industry leaders, city officials, and chamber of commerce to construct a new 
market in San Francisco. We wholeheartedly endorse your bill. 


RALPH FE. Moyse, 
Secretary-manager, Wholesale Fruit and Produce Dealers Association 
of San Francisco. 


New York, N. Y., May 20, 1955. 
Hon. Haroip Coo.ey, 
Chairman, Committee on Agriculture, 
House of Represei:tatives, Washington, D. O.: 


We are in favor of bill H. R. 4054 and endorse this bill in principle. Heartily 
recommend passage of same. 


UNITED FRESH FRUIT AND VEGETABLE ASSOCIATION, 
New YorK BRANCH. 


The CHarrMan. We will next hear from Mr. John A. Baker, assist- 
ant to James G. Patton, president of the National Farmers Union. 


STATEMENT OF JOHN A. BAKER, ASSISTANT TO JAMES G. PATTON, 
PRESIDENT, NATIONAL FARMERS UNION 


Mr. Baker. Mr. Chairman and gentlemen of the committee, for 
the record I am John A. Baker, assistant to James G. Patton, presi- 
dent, National Farmers Union, the Nation’s fastest growing farm 
organization. Mr. Patton has been deeply creased in this pro- 
posed legislation for a long time and asked me to appear here in 
support of H. R. 4054 and 4167, the Marketing Facilities Improvement 
Act. 

He asked specifically that I commend Mr. Cooley for reintroducing 
this bill and to commend Mr. Anfuso for joining in its sponsorship. 
This joint sponsorship is symbolic of the fine values we think will 
accrue from enactment of the legislation. Mr. Cooley has long been 
a symbol of enlightened attention to improvement and protection of 
farm family income, including those in families who produce 
perishable farm commodities. Mr. Anfuso is a member of this 
committee from a completely city district. 

This proposed marketing facilities improvement program will raise 
farmers’ prices and incomes and insure lower prices to consumers for 
perishable farm products of higher quality, without reducing the 
income or profits of anyone. This apparent magic results from the 
use of research and credit to eliminate waste, reduce inefficiency, and 
lower marketing costs between the prices received by farmers and 
those paid by consumers. 

It is not my purpose today to take up much time. The reasons we 
favor the enactment of the bill are strongly and adequately set forth 
in the declaration of policy in the bill itself. 
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We assume that other witnesses will provide detailed descriptions 
of present inadequate, high cost, and obsolescent marketing facilities 
for perishable farm commodities. 

I was greatly disappointed, Mr. Chairman, that the administration 
witness this morning did not see fit to give your committee some of 
the tangible results ‘of the excellent studies that have been made in 
the Department. I respectfully suggest that you request the Depart- 
ment of Agriculture to supply for ‘the recor d the documentation for 
its statements in the first four pages of its testimony and, particularly, 
the documentation for the first paragraph on page 4, 

For example, it is our understanding that the city of Philadelphia 
has been trying to work out the means to modernize its terminal 
marketing facilities and the mayor’s office has given the project top 
priority leadership, but has been blocked by reluctance of potential 
creditors to take unfamiliar risks involved. Other cities find them- 
selves tied up in the same sort of complex barriers to desirable action. 

These barriers to action often include lack of obtainable credit to 
finance the total project. required to rehabilitate a market. It is our 
belief that many of the barriers to improvement of these markets 
would be dissolved if adequate credit were made available at reason- 
able rates of interest so that a complete project plan could be set up 
with a specific hope of becoming a reality. The insured credit pro- 
gram provided in this bill would become the catalytic agent that would 
bring all the forces for improvement. together. 

Your committee has considered this bill favorably in previous ses- 
sions. It is a very well drafted bill that has already had a lot of con- 
sideration and polishing. We have no changes to recommend other 
than to suggest that the committee may wish to raise somewhat the 
$45,000 minimum investment required of the borrower. We do not 
want to see this amount raised to any great extent for that might dis- 
courage the initiation of projects ; on the other hand, the initial amount 
required should be sufficient to insure that the municipality, public 
corporation or other political subdivision would give top priority to 

lanning, management, and promotion of the facilities that will be 
uilt. 

Colorado farmers, who produce fruit and vegetables, have a direct 
economic interest in the efficiency of the New York and Philadelphia 
produce markets that handle the products of their work. The Colora- 
do farmer does not want to leave something so directly related to his 
livelihood solely up to the initiative of New York bankers and their 
ideas of what might be sound credit as the administration has just 
recommended. 

Mr. Chairman, we respectfully urge early enactment of this pro- 
posed Marketing Facilities Improvement Act. 

The CuArrman. Thank you very much, Mr. Baker. 

With reference to your comments concerning the studies of the De- 
partment, I think that most of the members of this committee are en- 
tirely familiar with most of those studies. 

The committee did not intend to have extended hearings on this 
bill, because we have had hearings year after year. I just sent Mrs. 
Downey out to bring in the last hearings. I am sure you are familiar 
with the fact that on former occasions we have had detailed informa- 
tion regarding the matters that you mentioned. 

Mr. Baker. Yes, sir. 
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The Cuatrman. Ordinarily, I would call on the Department to put 
that information in the record, but I think that it is already in the 
record of the committee and is available to us in the future. 

Thank you very much. 

Mr. Kina. Speaking of documentation, I wonder if Mr. Baker could 
give us any documentation supporting his statement that these pro- 
posed marketing facilities will raise farmers’ prices and incomes. Do 
you have any indication that the wholesaler is going to charge any less 
commission or brokerage ? 

Mr. Baxer. As I understood Mr. Crow’s testimony earlier this 
morning, Mr. King, he has that documentation which I have suggested 
to the committee should be placed in the record. 

I agree with you that that should be in the record. 

Mr. Kine. The documentation that shows that the farmers get more 
for their produce when these markets are built ? 

Mr. Baxer. I understood that was the implication of his testimony, 
yes, sir. 

Mr. Kina. It may have been an implication, but I do not see how 
it could be that. 

Mr. Baxer. I would suggest that you request that be placed in the 
record of your hearings. 

Apparently there is a controversy on whether these improvements 
were desired. I thought that we were all agreed on that subject, that 
improving the efficiency of these terminal markets is a desirable thing. 

As I understood, the only thing we are disagreeing on is whether 
the Government should make insured credit available to improve the 
markets, or whether the Government should depend on the New York 
bankers to take the initiative. 

Mr. Kine. I have not heard it even implied any agreement on the 
point as to who is going to get the benefit of the reduction. You are 
talking about increasing the present employment situation by build- 
ing these markets, and yet the whole purpose of building these 
markets is to reduce labor, because labor is the big cost of handling 
in these terminal markets. 

I have not seen any indication anywhere that the commission mer- 
chant would cut down his commission, or that the broker would reduce 
his brokerage, all of which comes out of the farmers’ pocket. 

Even if you will admit their expenses are less, that the buyers’ 
expenses are less, coming in together, the price on these things is 
always determined by competition based on supply, and competition 
will drive these prices down as low as they can with terminal market 
facilities, the same at best and the same as when bad. 

I do not believe there is any basis at all for saying that these 
facilities will automatically increase the price to the farmers. 

Mr. Baxer. In other words, you are in disagreement with the 
Department’s testimony. And I respect your view. 

Mr. Kine. I am not. 

Mr. Baxer. Your willingness to disagree with the Department, that 
part of the Department’s testimony. I would add also one other factor. 
I do not know whether you ever have or not, but anyone who has 
ever eaten a head of lettuce that has sat in a truck for 10 hours in 
the sun waiting to be unloaded at one of these docks will realize that 
the consumer, and directly also, the farmer that produces it, has a 
very direct interest in trying to get those facilities set up, so that that 


. 








DEVELOPMENT OF MARKETING FACILITIES 37 


truck can get unloaded without sitting in the sun for 10 hours, because 
that head of lettuce is hardly fit to eat after it is out in the shining 
sun for 10 hours, whether there is a tarpaulin over the top of the truck 
or not. 

Mr. Kina. Is that the practice now? 

Mr. Baxer. I have actually seen the trucks standing a block long 
at the New York market, and at the Philadelphia market. 

The Cuatrman. It would take somebody all night to unload it. 

Mr. Baxer. The Philadelphia market, I have seen photograph after 
photograph that the mayor brought down. This is one of the places 
where the spread between what the farmer gets and the consumer pays 
can be reduced without hurting anybody, and also come out with a 
higher quality product that the consumer has to eat. 

Mr. Kine. I agree with you. How would that be? 

Mr. Baxer. By lower cost of the entire operation. 

Mr. Kine. Cost to the shipper? 

Mr. Baxer. The cost of the truck delivery, for example, standing 
in the line. 

You are not willing to assume that there is any charge on that truck 
standing in line 10 hours? Who pays that in the present situation ? 

Mr. Kine. I do not know of any shippers who send trucks that 
wait in line that way. 

The CuarrmMan. Will you yield? 

Mr. Kine. Yes. 

The Cuarman. All of the Department’s testimony has indicated 
that there would be a substantial saving. They have actually esti- 
mated the savings that would be made in different cities throughout 
the country, because of the fact that they eliminate all of this waste 
and delay. 

Anybody could go to the Washington Street market, like I did 10 
years ago, and see the trucks moving by inches. It would take hours 
for them to get to the place where they were going to unload. 

Mr. Kiva. I am not denying the inefficiencies or the savings. 

I was interested in documentation, how he could document his 
statement that the prices would be higher to the farmers. 

Mr. Baxer. I requested that the committee request that docu- 
mentation. 

The CrHatmMan. Here are 300 pages of the testimony, if you want 
to read it. 

Mr. Kring. I have not heard anything from the Department that 
they could document that statement, because I do not expect that the 
Department could determine that. 

The Cuatrman. They have documented it. They can present the 
statement. Whether it is accurate or not, you would have to call 
on the Department. 

Mr. Kina. As to who is going to get the savings. 

The Cuatrman. Certainly, and how much will be saved in any 
particular area. 

Mr. Kina. I do not know how they could do it. 

Mr. McIntire. There is one thing in this statement by Mr. Baker 
that I would like to have clarified in my own mind, because it is more 
by implication that I need the clarification. It is on the last page, 
page 2. Mr. Baker, you refer there as follows: 
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On the other hand, the initial amount required should be sufficient to insure 
that the municipality, public corporation, or other political subdivision would 
give top priority to planning, management, and promotion of the facilities that 
will be built. 

Do you mean that the record should show that it is the position 
of your organization that under this legislation that preferential 
treatment should be given to political subdivisions ? 

Mr. Baxer. No. 

Mr. McIntire. Municipalities or public corporations, as contrasted 
with those of private capital ? 

Mr. Baker. Not at all; no, sir. 

Mr. McIntire. I think the point needs to be clarified. It is not 
your intention that this legislation would give any preferential 
treatment ? 

Mr. Baker. NO, sir. 

Mr. McIntire. Whatsoever? 

Mr. Baxer. What we want to see in this, Mr. McIntire, is to get 
the more efficient market, to modernize the market, so that the dock 
that you unload the truck at is the same level as the truck bed so that 
you do not have to hand it down, and then hand it up again. 

You have seen actually more of these docks than I have, but as 
you remember and will recall, sometimes the dock is 2 feet above the 
truck bed, and the other one is 2 feet below it. There is all of that 
handling up and down. 

In this period of the world when we are talking about automation, 
we are still operating in the Middle Ages on some of these terminal 
markets. 

Mr. McIntire. Your statement does not mean any implication 
whatsoever that the provisions provided in this bill shall be prefer- 
ential as to public construction or private construction 

Mr. Baxer. No, sir; that was just a slip in my hillbilly longhand 
writing. I do not put that in. You could list, 1 presume, 25 people 
that are eligible to borrow insurance loans of this kind. There is no 
thought on our part of limiting it to any particular type of borrowing 
that will undertake the initiative to get one of these things started. 

The main point was that whoever it is to take that local initiative 
ought to put up enough earnest money in effect to show that he is really 
serious about what he is going to do, to get the project into operation. 

Mr. Kine. Do you believe that the Federal Government should put 
up 85 percent or less ? 

Mr. Baxer. I would suggest that the 15 percent is all right in that 
regard for it. That isa technical matter that I do not know too much 
about, on this insuring of a mortgage. We found in some of the other 
insured loan programs—Mr. Hill and I discussed this 2 years ago- 
with respect to the soil conservation loans that no one creditor actually 
needs 100 percent insurance or guaranty on his entire portfolio. 

It might be here that you could in effect guarantee the top two-thirds 
of 85 percent of each one and in effect give him 100 percent protection 
for his portfolio, but at the same time reduce or limit the total liability 
of the Federal Government. 

I was pretty clumsy in the way I said that. The point is, the $100 
million will stretch a lot farther than it looks just by eighth-grade 
arithmetic. 
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Mr. McIntire. It is whether a man’s equity is the top or bottom 15 
percent ? 

Mr. Baker. That is it. There will not ever actually be 100 percent 
loss on any of this. If anything else, there is a resale value of it. 

The Cuarrman. May I say this before you leave the stand. Look- 
ing at this record, made back in 1950, here is a statement from Mr. 
Crow indicating that they had visited one particular place in New 
York, went to a warehouse or a wholesale building that was located 
on the railroad tracks. The floors were at the height of a railroad car, 
which is as they should be. We checked the cars at that place, the 
cost of unloading the cars of that wholesale house, and the cost was 
$9 a car for the unloading operation, whereas in other places in the 
same city it cost $110. 

Mr. Kine. Who got the $110? 

The Cuarrman. If it goes to the Washington Street market area it 
has $45 charges unloading on the pier; about $50 for trucking to the 
area; and about $15 for portage. ‘That is the evidence. 

Mr. Kine. There is no doubt about the efficiency of this thing. 

Mr. Baxerr. On other cases you and I have had cross-examination 
discussion back and forth, Mr. King, with respect to this spread be- 
tween the price the farmers receive and the farmers pay. 

_ As I recall your point of view it was that the reason that the farmer 
does not get any larger percentage of the consumer dollar than he gets 
is because of all of these necessary costs that have to be paid. Maybe 
T am incorrect in attributing that directly to you. 

Mr. Kine. Sure. 

Mr. Baxer. It is said that the fact that the farmer gets 42 percent of 
the consumer dollar now compared with 58 cents that he got 4 or 5 
years ago is because all of these costs of handling, processing, have 
increased. You are saying if you decrease those the farmer still is 
not going to get any higher percent of the consumer’s dollar. Do I 
understand you correctly ? 

Mr. Kina. I am not going to say that he is going to get a higher 
percent. Even if he gets a higher percent by reason of less cost of 
distribution, the price that he gets may not be any higher than he 
would get otherwise, because there is only one thing that sets price on 
the farmer’s produce, particularly perishable produce, and that is the 
competitive buying in relation to the supply. I do not care whether 
it is fine terminal facilities or otherwise. 

Mr. Baxer. But when I was a boy in Logan County, the county 
agent decided we ought to grow some cabbage that year. I remember 
several carloads of that cabbage was sent to New York City. By the 
time it got unloaded and the man had graded it, with all of the deterio- 
ration that took place, they sent him a bill for part of the freight. 

Mr. Kina. Quite often that should be done. 

Mr. Baker. If you could get that to a point and unload it and have it 
handled and sold to the consumer before it starts to deteriorate, just 
that. one quality factor alone would mean at least that we would not 
have to pay the freight up there. 

Mr. Kine. In the long run that would not even affect the prices. 
There would be just that much more cabbage going on to the market. 
The only thing that sets price that the farmer gets is the demand for 
the stuff in relation to the supply. 
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The Cuatrman. It does not make any difference whether you pay 
50 cents an hour or $5 for farm labor, is that it? You said that it 
would not affect what the farmer gets at all? 

Mr. Kina. It would not affect the price that he gets for his stuff. 
You will quit growing, of course, and that will affect the supply. 

The Cuatrman. Would you just as soon pay $110 to unload the car 
as to pay $9? 

Thank you very much, Mr. Baker. 

Mr. Baxer. Thank you. 

The Cuamman. We will next hear from Mr. Matt Triggs, of the 
American Farm Bureau Federation. 


STATEMENT OF MATT TRIGGS, THE AMERICAN FARM 
BUREAU FEDERATION 


Mr. Trices. Mr. Chairman and gentlemen of the committee, the 
American Farm Bureau Federation favors the enactment of H. R. 
4054. Our policy in this connection is based upon the following reso- 
lution approved by the official voting delegates of the member State 
Farm Bureaus: 

One of agriculture’s basic needs is improvement in the efficiency of marketing. 
This is particularly true in the case of fresh produce. We, therefore, support 
legislation to provide mortgage insurance on a sound business basis for the 
construction of modern, efficient market facilities, with emphasis on local 
financing and self-liquidation. 

Although tremendous progress has been made toward increasing the 
efliciency of production and marketing of perishable agricultural com- 
modities, in many of our major markets these products must still move 
through antiquated and obsolete wholesale market facilities originally 
constructed many decades ago. In many instances these facilities are 
not even served by rail sidings located within the market area. Facili- 
ties that may have been suitable 30 years ago are now crowded and con- 
gested. Excessive delay in moving preduce into and out of such mar- 
kets involves waste of manpower and equipment, thus increasing costs 
of marketing. 

Needless to say, these obsolete facilities take an unnecessary toll of 
all produce passing through the markets. The costs of such waste 
are shared by producers and consumers. 

In the past few years an increasing number of large retail food 
distribution firms have built their own wholesale warehouse facili- 
ties to handle perishable agricultural commodities. In some cases 
this was no doubt done because of the inadequacy of present market- 
ing facilities. Independent retailers and small chains have a cost 
disadvantage because they are dependent upon the higher cost produce 
markets for their supplies of produce. 

In planning new marketing facilities in many areas the need may 
be for the development of a food-distribution center, rather than a 
poe market. We believe this could be done under the proposed 
egislation. 

The problems to be overcome in the development of modern whole- 
sale markets are many and varied. The difficulty of financing more 
adequate facilities is one of the problems to be considered in each 
instance. The enactment of H. R. 4054 would help to minimize this 
particular difficulty by authorizing mortgage insurance. 


a 
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Based upon a recommendation of our fruit and vegetable advisory 
committee, the American Farm Bureau Federation board of directors 
recommends one amendment of H. R. 4054. Section 8 (c) now provides 
that the mortgage period may not exceed 40 years. It is our belief 
that this should be reduced to 30 years. With the rapid techno- 
logical changes taking place with respect to the marketing of perish- 
able agricultural commodities, we believe that it would be much 
sounder to provide for the maturity of the mortgages over a shorter 
period of time. In some instances rapid obsolescence will outdate the 
facility before 40 years has elapsed. 

The mente of presenting the viewpoint of the American Farm 
Bureau Federation with respect to H. R. 4054 is appreciated. 

The Cnarrman. We thank you. I am inclined to agree with the rec- 
ommendation to change the 40-year period to 30 years. It seems to 
me that we could well do that. 

At the bottom of page 1 you say that the independent retailers 
and small chains have a cost disadvantage because they are dependent 
upon the higher cost. produce markets for their su plies of produce. 
Actually, the farmer himself would be involved in that very ection. 

If the farmer has to sell into the inadequate market, naturally, the 
operators are not in position to pay him as well for his produce as 
they would be able to pay him if they could minimize their losses. 

Mr. Triees. That is correct. I think just as an article of faith 
we would say that any cost between the consumer and the farmer is 
shared by them. We do not know how the incidence would be shared, 
but in the long run it is paid for by both of them. 

The Carman. Thank you very much. 

Mr. Kina. I would like to ask one question. We are proposing to 
give guaranteed financing to the terminal markets which are of vital 
interest to specific localities, and municipalities or combination of just 
1 or 2. 

The facility is of particular advantage to that community, let 
us say, rather than to a broad section of the countr y: 

Do you believe that 15 percent of the obligation on their part is 
enough, that we should leave this at 85 percent, or should we reduce 
the percentage ? 

Mr. Tricas. Well, I am not able to answer your question, because 
to do so, I would have to state a personal view, because we do not 
have any official view on the point that you raised. 

I think this is more than a local problem. It is a local problem, but 
also a national problem. 

Certainly, farmers in California and Florida and Texas and Maine 
have an interest in the cost of marketing of produce that goes through 
the New York and Philadelphia and ‘Chicago and Koston markets. 
They pay part of the cost of those markets. 

I appreciate that I did not answer your question. 

The Cuarrman. Thank you very much, Mr. Triggs. 

Mr. Triees. Thank you. 

The Cuatmman. Our next witness is Mr. Gregory S. Prince, of the 
Association of American Railroads, 
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STATEMENT OF GREGORY S. PRINCE, GENERAL SOLICITOR, 
ASSOCIATION OF AMERICAN RAILROADS 


Mr. Prince. Mr. Chairman and members of the committee, my name 
is Gregory S. Prince. I am general solicitor of the Association of 
American Railroads, with offices in Washington, D. C., and am appear- 
ing here in behalf of the member roads of that association, which 
include practically all of the class I railroads of the country. Iappear 
in opposition to H. R. 4054. 

When a similar bill, H. R. 8320, of the 81st Congress, was the 
subject of hearings before this committee in June 1950, a representa- 
tive of this association appeared in opposition to that bill, to which I 
refer you for a more extensive statement of our position. 

There has not been sufficient time since notice was received of this 
hearing to permit any elaborate preparation based upon detailed data. 
However, such is not necessary in order to make clear our position 
which is based upon the application of certain fundamental principles 
to facts that I think will be substantially undisputed. 

The railroad members of this association have invested many mil- 
lions of dollars to provide marketing facilities for handling perishable 
agricultural commodities. This program of the railroads has been 
a continuing one extending over many years so that naturally their 
facilities vary in age, utility, and efficiency. In the best traditions 
of the free-enterprise system they have built these facilities when and 
where it was determined that they were needed and would constitute 
« sound economic investment. We view this bill as a threat to the 
investment of the railroads in those facilities. We are sure it is not 
intended that this bill have such a result, especially by reason of its 
authorship, but notwithstanding we do view it with great concern. 

This bill affords absolutely no protection to the railroads against 
the possibility of total destruction of the value of their existing mar- 
keting facilities, whether they be old or modern. For instance, a 
railroad might have a new expensive, highly modern, and efficient 
terminal facility for marketing of perishable commodities, but if such 
a facility were not adequate to meet the needs of the entire community 
or provide access for the convenience and benefit of its competitors, 
the trucks, the Secretary of Agriculture might find that a new facility 
is needed. There are no standards to guide the Secretary in such a 
determination, and it rests solely with his discretion. If it is shown 
to the satisfaction of the Secretary of Agriculture that the facility 
is needed and other requirements of eligibility are met, the Secretary 
may insure up to 85 percent of the total cost of the market facility. 
He is not required to take into account the effect which the establish- 
ment of the new facility would have upon existing facilities, and we 
do not feel that it is right to have to rely upon the sole discretion of 
the Secretary of Agriculture for protection of our property rights. 
This bill affords absolutely no recourse in such a situation. 

Next, we think the basic philosophy of this bill is unsound. It is 
a blow at the free-enterprise system. There are many facilities for 
marketing agricultural commodities throughout the country con- 
structed entirely with private capital, in addition to those constructed 
by the railroads. The construction of marketing facilities with private 
capital furnishes certain assurances that the project is genuinely 
needed and is not the result of a promotional campaign by land specu- 
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lators and a few individuals who stand to make a quick profit from 
the construction of the facility. It seems to us that where the risk is 
reduced to 15 percent, as cua be the case under this bill, inevitably 
numerous unsound and uneconomic projects will be built. If that 
occurs, we then have default under the mortgages and a takeover of 
the facility by the Secretary of Agriculture, who is authorized not 
only to lease or resell the facility but also to operate it. Thus, it seems 
inevitable that the Federal Government will find itself in the business 
of operating many local marketing facilities for perishable com- 
modities. 

In brief, as we see the problem, if the project is economically sound 
and holds out a strong :ikelihood of being genuinely profitable, private 
enterprise will step in and build the facility, which is the way it should 
be done. Furthermore, if the prospect of financial success 1s not great 
enough to attract private capital, but the authorities and residents of 
a given community feel that the financial risk and burden would prob- 
ably not be too great whereas the collateral benefits of the project to 
the community would be substantial, there is the alternative available 
of a local governmental authority undertaking the project. Certainly, 
if any level of government is to enter into an activity such as this, it 
should be the lowest feasible local level. Clearly this is a local problem, 
not a national problem. Every problem will be different and no single 
solution will be appropriate. And most important of all, the concept 
of “need” for such facilities will be much more realistic if they have 
to be paid for by the people of the community they are to serve than 
by means of a Federal handout. In our judgment the effect of this 
bill would be to bring about the construction of many facilities that 
could not be self-supporting and that are not truly needed in an 
economic sense. 

This bill is clearly at variance with the objectives of the present 
administration. For instance, in the budget message of the Presi- 
dent to the Congress on January 17 of this year, it is stated: 

We are moving ahead in taking the Government out of business wherever this 
can properly be done. 

In his state of the Union message to Congress on January 6, 1955, 
the President expressed his belief in the free-enterprise system in 
this way: 

The aspirations of most of our people can best be fulfilled through their own 
enterprise and initiative, without Government interference. This administra- 
tion, therefore, follows two simple rules: first, the Federal Government should 
perform an essential task only when it cannot otherwise be adequately per- 
formed; and second, in performing that task, our Government must not impair 
the self-respect, freedom and incentive of the individual. So long as these two 
Yules are observed, the Government can fully meet its obligation without creating 
a dependent population or a domineering bureaucracy. 

In an address last month, entitled “Business, Industry, and the 
Government,” the Director of the Bureau of the Budget dwelt upon 
this subject at length, saying in one part: 

A combination of four concepts underlie the administration’s determination 
to reduce the area of unwarranted Government competition with business. 

The first stems from faith in individual initiative and free enterprise—from 
a philosophy that the Federal Government should be as limited in its intrusion 
nto private, local, and State affairs as the national security and individual 


welfare will permit, thereby leaving the largest possible area open for the free 
interplay of economic forces and for individual initiative and aspiration. 
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While these expressions have been quoted from representatives of 
the administration, this is not a partisan concept, for many of the 
accomplishments in reducing the area of Government competition have 
been with the wholehearted cooperation of the party in control of Con- 
gress. Let us not by this bill introduce an entirely new area of Gov- 
ernment regulation and Government competition. 

One final consideration that makes us feel that this is not a sound 
bill is the fact that it is predicated upon the creation of a monopolistic 
facility. It is true that it is provided that the rentals and other 
charges for the use of the market facility are required to be established 
at reasonable levels approved by the Secretary of Agriculture, but in 
addition to that, they are to be designed to meet the obligations and 
defray the costs of maintaining and operating the market facility. 
Thus, with all competition effectively eliminated, if the project was 
not soundly conceived, the burdens imposed upon the users may 
greatly exceed those from which they were suffering before the con- 
struction of the new facility. In any event, it introduces Federal 
control into a new area of business, one that is strictly local and here- 
tofore predominantly privately owned and controlled. 

To sum up our views in a few words, we do not think this bill is 
consonant with the philosophy of the free-enterprise system, we do 
not believe any public need has been demonstrated of such a nature 
as to call for a departure from that system, particularly by interven- 
tion at the Federal level, and we think the bill would unquestionably 
in many instances result in irreparable damage to the railroads and 
other owners of existing marketing facilities. 

Accordingly, we are opposed to the passage of H. R. 4054. 

The Cuatman. Mr. Prince, you are interested, of course, in the 
marketing facilities which are now owned by the railroads of the coun- 
try, whether those facilities are adequate or obsolete. 

In your statement you say that even though your facilities are 
obsolete, antiquated, inadequate, inefficient, you still do not think that 
anybody should do anything about it, is that right, that you should 
just leave it alone? 

Mr. Prince. No, sir; I would not say that. 

The Cuarrman. That is what you say in your statement. 

Mr. Prince. I would not say that is a fair interpretation of the 
statement, Mr. Chairman. 

The Cuarrman. Let me read it to you. 

Mr. Prince. I did not mean to put it that way. 

The Cuarrman. You say [reading]: 

This bill affords absolutely no protection to the railroads against the possi- 
bility of total destruction of the value of their existing marketing facilities 
whether they are old or modern. 

Mr. Prince. That is correct. 

The Cuatrman. That is right? 

Mr. Prince. In other words, I was pointing out that we might have 
a very modern, up-to-date. efficient facility. 

The Cuarrman. All right, but assume that you have a modern, up- 
to-date, adequate, sufficient facility, what causes you to believe that 
anybody in that city where you have those facilities, or anybody in 
the Department of Agriculture would want to go in and build another 
one? 
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Mr. Prince. Perhaps I did not make myself entirely clear. 

The Cuarrman. You made yourself perfectly clear to me. 

Mr. Prince. I admit that there are possibilities where we may have 
a modern, up-to-date facility, but it may not be adequate to meet the 
entire needs of the community. It may not be considered adequate 
by the Department of Agriculture, because it does not afford access to 
trucks. And many more goods are now moving by trucks. So that 
it might not, under this standard, be deemed adequate, and the Depart- 
ment of Agriculture might therefore find a need for a new facility. 

That facility, being designed as the one facility to serve that area, 
might result in the destruction of the value of our facility. We do 
not think that it should come about in that way, that we should be 
dependent upon the exercise of that discretionary judgment by the 
Secretary of Agriculture and the Federal Government. If it is needed, 
we fee] that it will be built. We feel that it will be built by the com- 
munity and the interests it has to serve. 

The CuarrMan. You sat here this morning and heard the witness 
from the Department say that the Washington Street market in New 
York is now Tike it was 100 years ago, and the railroad companies have 
never done anything about that. You have never done anything about 
the Dock Street market in Philadelphia or in Boston. Do you operate 
one in Raleigh, N. C.? 

Mr. Prince. I do not know. 

The Cuarrman. Do you operate a market in Richmond, Va.? 

Mr. Prince. I do not know. 

The CuatrMan. You just know that years have gone by, or in recent 
years the railroad companies had some money invested, and you are 
taking exactly the same position with reference to your property as 
the owners of these ratholes of Washington Street take with regard to 
their properties. You are not concerned, apparently, with the ade- 
quacy or inadequacy of the facility. You just want to be left alone. 

Mr. Prince. Mr. Chairman, I do not want to quarrel over this. 
Perhaps we look at it somewhat differently. 

The Cuarrman. I do not want to quarrel. 

Mr. Prince. Let me say this, I think it would be recognized that 
the railroads are not in the business as a utility to serve communities 
by providing marketing facilities. 

In other words, it is not our duty to provide the marketing facili- 
ties adequate to meet the needs of the entire community. We are a 
transportation agency. We have an obligation to provide adequate 
transportation and adequate facilities in connection with the trans- 
portation that we provide. We do not have an obligation to provide 
the necessary, total market facilities for a community. 

The CHarrMan. No one is trying to charge you with that responsi- 
bility. You are taking the position that whether your market is inade- 
quate or adequate, you want to be left alone—you do not want the 

ederal Government to do anything about it. You are taking the 
same position that the people who own the rental property took when 
we started out on Federal housing; when we started out with public 
housing. 

You commend the administration in office because of a few state- 
ments made recently regarding the policies of the Government, and 
yet this administration is just as much in favor of public housing and 
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Federal housing and farm-tenancy programs as the former adminis- 
trations have been. 

Mr. Prince. Mr. Chairman, let me say that I think that tremendous 
progress has been made in meeting this problem. We are not unsym- 
pathetic with the problem. We realize its existence. We realize there 
is a need in many communities. We hope that it will be met, but 
I think you have been making, from what I understand, and from the 
statements | have heard here this morning, tremendous progress— 
that tremendous progress has been made. 

Mr. Scott’s statement is that during the past year the Department 
assisted 43 localities in planning and constructing improved facilities. 
And in 19 of these localities, the new facilities were built or are under 
construction by the end of the year. 

There is progress. It is progress that is being made in the proper 
way. 

The CHarmman. It was not prompted by the activities of the rail- 
roads that you represent, 

Mr. Prince. Mr. Cooley, I think you will find that in all of these 
things that have gone forward, it cand by reason of all of the inter- 
ested persons and parties, including the transportation agencies, the 
wholesalers, the retailers, the communities themselves all getting to- 
gether and working out a plan and getting that plan in such shape 
that it is sound and will appeal to people who are providing private 
financing. 

They have gone forward with these in all of these instances. I am 
sure that the public and those communities have benefited, 

We are not opposed to making progress along this line. 

The Carman. The railroad companies that you represent are in 
no way responsible for the improvements that have been made in our 
marketing system, as referred to by Mr. Scott this morning. 

The one man who is more responsible than anybody else in America 
is sitting right here, Mr. Crow. He has been into the communities. 
He has stirred them up and discussed the plans. He said here this 
morning that this committee had contributed to the progress that has 
been made. 

Mr. Prince. I have no doubt about it. 

The Cuarmman. In this statement you indict us as a bunch of pro- 
moters. 

Mr. Prince. No, sir. 

The Cuatrman. Yes, youdo. You do it by indirection. 

Mr. Prince. It was not so intended. 

The Cuarrman. It reads: 


The construction of marketing facilities with private capital furnishes certain 
assurances that the project is genuinely needed— 


and here is where you come in— 


and is not the result of a promotional campaign by land speculators and a few 
individuals who stand to make a quick profit from the construction of the facility. 
Why did you put that in there when this committee for 10 long 
years has been working on this? It was not prompted by any real- 
estate land operators. I am one of the promotional men, but I am not 
standing to profit a nickel by this. 
Mr. Prince. Mr. Chairman—— 


DEVELOPMENT OF MARKETING FACILITIES 47 


The CuarrMan. Let me finish my statement. The Congress of these 
United States approved this bill by unanimous vote. This committee 
has reported it time and again. Now you come in and say that it is a 
bunch of land speculators, and those who stand to make a profit who 
are the ones that are behind this. 

Mr. Prince. No, I do not mean that. 

The Cuarrman. You said it inferentially. 

Mr. Prince. I do not intend it. I merely say that you have less 
control over the building of these projects when it is not private 
financing that is going to do it. The door is opened to the promotion 
of projects that are not financially sound. That is all I intend by 
that statement. I think this committee is 

The Cuarrman. How about all of these public housing buildings, 
these tremendous apartment houses that we built in San Francisco and 
New York and Chicago and Detroit and all over the country? You 
objected to that, did you not ? 

Mr. Prince. No, sir. 

The Cuairman. Why not? The same basic principle. 

Mr. Prince. The railroads have taken no position on that. 

The Carman. Because you have no investment in apartment 
houses ? 

Mr. Prince. Mr. Chairman, there is nothing wrong in these United 
States of speaking your mind and expressing your views if your 
property rights, you think, are being jeopardized by an unsound 
proposition. 

The CuarrmMan. What is unsound about this? 

Mr. Prince. I say the only thing that is unsound about this is that 
it introduces the Federal Government into a new area of business, 
a control of business, a regulation of business and possibly a perform- 
ance of a business function where it is not needed. You are making 
progress. 

The CuarrmMan. You say it is not needed, and every witness who 
has testified for the Department for 10 years says it is needed. Mr. 
Scott says it is needed. 

Mr. Prince. A solution to the problem is needed. 

The Cuairman. Certainly. 

Mr. Prince. And I think you have evidence in this record that was 
put in by previous witnesses showing that you are making genuine 
progress toward the solution of that problem. 

The CuHamman. We were building slum houses before we started 
the Federal housing program. But we are not making enough 
progress. 

Mr. Prince. It does not seem to me that is poor progress. 

The Cuarrman. What? 

Mr. Prince. It does not seem to me that is an indication of a failure 
of a program when the Department assisted 43 localities in planning 
the construction of improved facilities, and in 1 year 19 of those 
localities were built or in construction by the end of the year. 

The Cuarrman. I want to ask you one further question, and I will 
then yield to Mr. McIntire. 

Under the advice of the Department of Agriculture and its experts 
on marketing, how many facilities have the railroads improved to the 

yoint that they meet the plans and specifications and advice of the 
Jepartment of Agriculture? 
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Mr. Prince. Let me say that I do not have the answer to these 
questions directly. I cannot give you the infor mation, but I would 
be willing to bet that the railroads participated in the planning of 
these facilities that are going ahead and doing their share as other 
interested parties are. 

The CuarrMan. I have heard that the railroads have participated 
to the extent that they have tried to block every effort that has been 
made in some places. That is the information that we have received. 

Let me say this, if Mr. Crow and his assistants went into any city 
where a railroad now has a market and laid some plans for a new 
facility and the railroad came in and said, “We are willing to meet 
these plans and build this facility,’ he would fold up and coine 
home. 

Nobody wants to put Federal money into a place where it is not 
needed. 

Nobody wants to extend the activities of government where it is 
not needed, but this thing we have been fussing about for 10 years. 
We have been blocked every time we made a turn. 

Mr. Prince. Let me say, Mr. ae perhaps the railroads have 
not done as good a job as they should. I do not say that they cer- 
tainly do the best job on everything, but who else has provided better 
facilities over more facilities up to now than they have for the han- 
dling of these products? 

The trucks, you say, bring in a great majority or, at least, a large 
ria of these commodities. Have they with their money bought 
land, set up the facilities to serve the community ? 

The Cuarrman. What have you done in New York City to provide 
market facilities? Nothing. 

Mr. Prince. Mr. Chairman, I cannot discuss an individual case 
because I do not know anything about it. 

The Cuarman. You should know; it is the biggest part of your 
work. 

Mr. Prtnce. I am sorry, I do not have the information. 

Mr. McIntire. This is entirely on a different line, but I was just 
interested in your comment that the railroads’ responsibility is to 
provide transportation. I have often said on many occasions that I 
think we have got one of the most capable railroad presidents in the 
country in a small road, I know, in my district, who I think has served 
on your board of directors. I have heard him say many times that 
the railroads have one commodity to sell, that is service, of which 
“transportation” is a part. 

That is the point that I wanted to make in relation to your com- 
ment that railroads had one function, that is, transportation, because 
I think some of your most capable railroad presidents have looked 
upon their responsibility as one which goes beyond transportation, and 
it is a matter of service. 

It is not only to the producer, in providing him the shipping point 
facilities, but it is transportation service, and it is terminal market 
service in order that those products get through to distribution on the 
terminal. 

Mr. Prince. I think it is a good business, and promotive of your 
transportation service and of the support of the community and the 
people to provide those facilities. 

Mr. McIntire. Thank you. That is all. 
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Mr. Kina. I think it should be said that in the few markets you 
referred to, Philadelphia and New York, that most of the modern 
and efficient facilities in the produce industry are provided by the 
railroads. 

The CuarrmMan. You mean generally in the country ? 

Mr. Krne. I mean in those two specific markets. 

The Cuarrman. Where does the railroad operate in the Washing- 
ton Street market ? 

Mr. Kine. Their unloading facilities, where they unload. 

The Cuarrman. Unload at $110 a carload ¢ 

Mr. Kine. Still the most efficient and most modern facilities in 
both cities are provided by the railroads. That does not cover the 
thing adequately in serving trucks and that sort of thing. That is 
outside of the sphere of their interest, but the railroads have spent 
a lot of money, their own money, in creating efficient facilities for 
the handling of perishable goods. 

The Cuairman. I do not doubt that. Wherever they have pro- 
vided adequate facilities, it is not intended by this bill to put facilities 
into that city. I do not see how the railroads’ properties could pos- 
sibly be in danger. 

Mr. Kina. You said they had done nothing in New York or Phila- 
delphia. Certainly they have got millions invested in both points, 
just for the efficient handling of produce that comes by rail. 

The Cuairman. The Washington Street market, there is no rail- 
road running into that market. 

Mr. Kine. Along the docks and the piers and in rail yards. 

The Cuatrman. At $110 a carload for the people to handle. 

Mr. Kine. Everywhere in the sphere of their service they have done 
well by the producer. 

The CiatrMan. Do not misunderstand me, I am not fussing with 
you because you came here to present your views. I am glad to have 
your views, to have you present your views, but I do note in the state- 
ment you went right far in your efforts to defeat the bill. Notwith- 
standing the railroad opposition in 1950, and we had very little other 
opposition, maybe 1 or 2 people who owned some property—1 here in 
Washinaton, I think—the bill was passed. Right now the bill is 
recommended by the Department, but the Department says, “Wait, let 
private capital do it.” 

They recognize the need. They have documented all of the perti- 
nent facts. They have pictures, moving pictures, and everything, 
showing what a deplorable situation we have. 

I know we have the best distribution system in the world. I am 
willing to admit that, but it is the most expensive in the world, I 
think. 

Mr. Prince. As the Department says, they think that it can be done 
with private financing. Iam of that view, also. 

I think the evidence has been given here which indicates the tre- 
mendous progress that is being made along that line. 

My own frank view, with all due deference to your own views in 
this matter, is that this bill and the holding out of hope in a lot of 
instances of Federal aid in the financing has probably been a deter- 
rent to the financing of some of these projects. 
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The Cuatmrman. Could you be helpful enough to give us some in- 
formation as to what improvements the railroads have effected on 
their present facilities in the last 4 or 5 years?) We do not have full 
information. Maybe the railroads have built part of the facilities in 
some of the cities. If so, certainly I would be the last person to build 
another facility in that same city. 

Mr. Prince. I do not have the information on the extent of their 
improvements or the extent of the facilities that they do own. I do 
not claim that they have facilities that are adequate to meet the needs 
in all of these cities. It is obvious—the testimony is overwhelming— 
that there is a real need. It has got to be solved. I merely say that 
I do not think this is the proper way to solve it. I think the way has 
been shown, that the Department of Agriculture in studying these 
problems, in making these surveys, assisting the communities, if a 
sound plan is devised, with all of the parties, the necessary parties 
who must work together to make it a success ultimately, if it is built, 
and then you will get your financing, you will solve your problem, and 
you will go forward and you will not need your Federal financing. 

The Cuarrman. All right. The Department testified that admin- 
istrations have changed. Even this morning, Mr. Scott does not 
recommend any changes in the legislation which we have before us. 
It is a good bill. The program is good, but the only thing is that he 
wants to wait and see if private industry will do it. 

We passed this bill in 1950. Here are the hearings we held on it. 
That was 5 years ago. There are 300 pages of testimony. Private 
financing has not taken over yet. , 

Mr. Prince. Private financing is doing a lot of the job. Perhaps 
it has not done it in some of these big cities that you speak of, but, 
certainly, private financing is doing a lot of these jobs. 

The Cuatrman. Small places are not so important, when you look 
at the overall picture. Like Mr. Crow pointed out here, with $100 
million you can build 100 different markets, but still it would take $100 
million to fix up the 2 markets of New York and Philadelphia. 

Mr. Prince. You yourself suggested, as I understood it, that this 
would only be to show the way to the people. If it did, then private 
financing would come in. 

The Cuarrman. That is right. 

Mr. Prince. Private financing is showing the way itself. It has 
come in. It has done it, a lot of these projects that are going ahead. 
Why is not that the example that is needed? It looks to me like in 
your big cities, where the problem is terrific, from all I can learn and 
understand about it, in New York and Philadelphia, it looks to me 
like those communities are capable of buckling down and solving that 
problem themselves. 

New York can finance anything. Look at the things they have done 
with their port development. They are not lacking finance. All they 
need to do is to come up with a sound program that will have the sup- 
port of the community, and the people will use these facilities. 

The Cuarrman. They are very influential people, those on Wash- 
ington Street, and the railroads and others. 

Mr. Prince. I do know that in many of these places where the new 
facilities are going in, they have the support of the railroads. 

The Cuarrman. You can make the same argument in connection 
with the REA. The power companies made that same argument, 


. 
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“Leave us alone, we will put it in the rural areas of America.” They 
did not doit. We passed this REA bill. 

I think that is what you need in this. 

Thank you very much, Mr. Prince, for coming down here. 

Mr. Prince. Thank you, sir. It was a pleasure. 

The Cuarrman. We will next hear from Mr. Emerson C. Custis. 
You desire to make a statement, sir ? 


STATEMENT OF EMERSON C. CUSTIS, PHILADELPHIA, PA. 


Mr. Custis. Mr Chairman and members of the committee, I am 
quite familiar with H. R. 4054. As you well know, I worked on it 
with the committee over several years. 

I practically have grown up with the wholesale trade in Phila- 
dahihin, I knew one of the biggest receivers there when he was a 
bookkeeper back in 1905, Mr. Wilson. I know them all practically 
by their first names. 

I have represented quite a few of the dealers in endeavoring to get 
through new facilities for Philadelphia. 

In 1911 I handled getting through the city council a pipeline that 
runs through the city streets to supply refrigeration. 

I have grown up with them. I know them by their first names. 
I know their difficulties. I have talked to some of them, when they 
have been so dead tired on their feet, that they have gone to sleep on a 
box. 

I remember very distinctly when these hearings were held in June of 
1950, when the solicitor of the Association of American Railroads 
prepared and read off just a similar statement. At one point I recall 
your saying to him, “Now, hold on a minute.” He had indicated that 
the Pennsylvania Railroad in Philadelphia had a large railroad ter- 
minal, had ample ground, and they could build a new market if it 
were ee but it was not necessary. If my memory serves me cor- 
rectly, you asked him: 

Do you mean to say that the Pennsylvania Railroad is prepared and willing 
to build a new market accessible to all of the railroads and to all transportation? 

Oh, no. That’s our own. 

You said that the purpose of this bill was not to create a monopoly, 
but to give it to handling the thing through. 

Going back to 1925, at the request of the president of the Baltimore 
& Ohio Railroad, and the president of the Reading Co. at that time, 
I assembled their ground and worked on their new terminal market in 
Philadelphia. 

I had made a study of refrigeration in years gone by, and I helped 
to design their cold-storage plant in connection with two cold-storage 
companies which I was interested in. 

The executive vice president of the B. & O. at that time, and in 
charge of the transportation of traffic, told me that he wanted to con- 
tact the Pennsylvania Railroad officials to see whether they would 
agree to a joint terminal for economy of operation and everything 
that might bring forth. 

I contacted Mr. Eisenman—this was back in the fall of 1924. He 
said, “Mr. Custis, when my whiskers get down to my waistline would 
“ “oa to any joint terminal with any railroad, particularly the 
3.& 0.” 
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That was their attitude then. They used all pressure they could, 
when we were putting through the B. & O.-Reeding, to prevent this 
from getting the ground, but I had to assist them to get their own 
area down on Oregon Avenue. 

So I know the situation from the ground up, you might put it. 

I want to go back to the matter of what is holding up the market 
in Philadelphia and in Baltimore and in New York City, basically. 

Since this legislation has been proposed, financial institutions have 
become more or less familiar with it. I have done all I could possibly 
do to get some of the large insurance companies to go into it in 
detail. To use as an example, the Prudential Life, the head loan 
officer, I had many conferences with him. 

In going over the bill he said, “Mr. Custis, I could not get our 
organization to consider this as a loan on terminal markets, because 
they are not orthodox, but if we can get our feet wet on 1 or 2, I think 
that we could handle them all without the guaranty and save that 
one-half percent to ourselves.” 

That has been the attitude of several. 

In Philadelphia there is a group of seven property owners. There 
are 4 more that go along with them, but that group of 7 are very mili- 
tant. They would not stop at murder—they would get away with it. 
They would stop anything going through. They have tried every- 
thing under the sun except murder. 

The tenants have even been informed in the past—and you, Mr. 
Chairman, when Mr. Goldstein was sitting here before you in the hear- 
ings in 1950. He had circulated a little petition around among his 
tenants, “I want you to sign it.” 

They told me in advance. I informed you just what was going to 
happen. And you took him to task about it. 

They were perfectly contented with the facilities that they had and 
they did not want any interference. They did not want this bill 
passed. That was the statement, or else they would get on the street. 

They have made threats to numbers of their tenants in the past 
that “if you are even attending a meeting, it cannot be for any good 
purpose.” 

Lam citing Philadelphia. I can cite Baltimore the same way. And 
I ean cite you New York. 

For instance, the Port Authority of New York on two different 
instances asked me whether I would not come over there and sort 
of act as their guide on it, because they said, “We know what you 
are up against in Philadelphia. Only we have it far worse here in 
New York.” 

Last July 30 I was trying to arrange for a meeting in Philadelphia 
to overcome this resistance, so that you, Mr. Chairman, and a group 
of the committee that you might wish to bring there could see what 
would transpire in a meeting of the trade. 

You gave me the date of July 30. as the most open date you would 
have, but it developed afterward that it was prior to the close of the 
session and you had to remain here on account of that. You ar- 
ranged for Mr. Heimburger, and you asked Mr. Crow, likewise, if 
he would not come up and sit in as good listeners. 

I have a friend in Philadelphia who is very, very capable as a 
builder. I have gone over this matter with him a number of times 
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in the past. He is a man of very considerable means. He agreed 
if they could get that group together so that they would show that 
they would form an organization, free from these property owners, 
he would arrange to put up the building so that they would have a 
place to go into and not stand under that threat. You cannot get 
tenants to join in an organization in these major cities, and be under 
that threat, before you have a market, or you are going to find yourself 
out on your ear. 

I presented to that meeting a detailed statement of how the whole 
matter could be put through, because this gentleman in question—I 
mentioned his name to you in the past—was willing to join in and 
put up that market in Philadelphia, so that the present tenants would 
have the most modern facility possible they could get for just about 
one-half of what they are paying the Dock Street market. 

It was a luncheon meeting. After the luncheon was over, I called 
the meeting to order. There was nothing but heckling from a cer- 
tain little group. There were fifty-some-odd present. They were 
dealers in the Dock Street market. They just sat there with their 
mouths full of teeth and shut, afraid to open them, because those 
people would simply penalize them. 

After the meeting I slipped over to the office to get a check to pay 
for the luncheon. There was a rump meeting for me there. They 


were afraid to say anything. A couple of the largest receivers, and 
five of the jobbers. They wanted me to know that they were right 
for it, and if they could not have a separate meeting, where they, only 
themselves would be. Mr. Crow is present. He could tell you what 
~_ ned. Mr. Heimburger is present. 


ere was just a hub bub. That is the attitude and the restraint 
why they cannot get together. 

The question was put that without the Government guaranty, but 
with the understanding that it was going to follow through, if, as, and 
when it did, it would be picked up. He was taking that risk. There 
is no risk. 

The Cuamrman. What you are saying is that private capital would 
have gone on with the program ? 

Mr. Custis. In this case they were ready. 

The CuHairrman. Would have erected the market in the hope that 
this bill would be passed, and then the Government would under- 
write it? 

Mr. Custis. Correct, if needed. 

The Carman. If they had the right sort of public support or 
popular support at the meeting? 

Mr. Custis. Correct. 

The Cuamman,. You say, then, that local opposition from those 
who owned property is the one great roadblock to the developing of 
adequate facilities ? 

Mr. Custis. That has been the main roadblock in the past. 

We have an auxiliary started in the presence of the president of 
the Pennsylvania Railroad. When they found the matter was in 
shape to go through, I had a visitation from an emissary, a party 
whom I knew. And he said, “Mr. Custis, how are you coming along 
on this new terminal market?” 

T said, “Very good. I think we are about ready to consummate it.” 
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“Do you not know that you cannot put any market through that 
has any rail connections to it in this State without the Pennsylvania 
Railroad approval of it ?” 

“Why,” I said, “no; I did not know that.” 

“Do you not know that you could not get the financing without 
the approval first ?” 

I was very dumb. No; I did not. He went on to enumerate. 
When we were ready to go ahead, I can cite to you the opposition 
from that point. 

Swinging around again to the remarks of Mr. Prince here about 
the facilities in Philadelphia and other cities, I do not think the Inter- 
state Commerce Commission has changed; but when the B. & O. and 
the Reading was putting up their terminal, after the Pennsylvania 
Railroad would not go along, and they were erecting their own, I 
called their attention to the need of some facility to handle the trucks 
that were coming in to the market. 

The ICC would not permit us to go into any facilities outside of 
transportation itself. They have to come in from the point of ship- 
ment to the end of the rail for that city. 

About several months afterward I got a message to go ahead and 
acquire the ground, that they were going to take a chance on it. Plans 
were introduced to the ICC, and they turned it down. They would 
not permit a truck terminal to join in there. 

The Pennsylvania Railroad and the B. & O. and the Erie and all 
of them in different cities have their facilities, but they are not market 
facilities. The railroad cars come into their platforms. The samples 
are opened up and sold at what they call private sales to the febberk 
in the respective markets and to the out-of-town buyers. That market 
usually lasts for about an hour or an hour and fifteen minutes. 

Later on I had a meeting with two of the operating officials of the 
Pennsylvania Railroad. They told me at that time that they could 
not further anything that might produce truck transportation in 
competition with the rail transportation. 

I said to them, “How do you arrive at that when today freight is 
paid, we will say, to your terminal on Oregon Avenue, whether it is 
coming from the west coast or any place else? The wholesale dealers 
must pick up that merchandise and take it to the dock or the market 
and pay so much transportation to bring it there. That must be 
added to it, with the terrific rents they are paying for their rat holes. 
If you were to coincide with the view of this, so that you would have 
a market place that is absolutely adjoining to your terminal, so that 
a car could come in there instead of that dealer having to pay extra 
transportation together with the breakage that is tremendous, you 
would be in better shape for competition, rather than having it come 
to your terminal and then to the market.” 

In the points brought out to you this morning by Mr. Prince, you 
are talking about something that does not apply. They do not have 
a terminal market. It is not a general market. It is only the rail- 
road coming there. So therefore they have a rail terminal, shall we 
put it, and it is not the market. 

A market should help them out, except in one point, that they do 
not want truck transportation to come into their market, which they 
would not allow. I do not blame them, but if it is alongside of it, 
and they are in a position to bring long-distance hauls to that market 
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where the goods could be sold, why they are in better competition 
position than they would be at the present time. That applies in the 
different cities. 

The Cuatrman. You are saying in effect that the markets contem- 
plated by this legislation would not adversely affect the railroads? 

Mr. Custis. It would not adversely affect them. It should very 
advantageously affect them. 

The CuatrmaNn. You say it might be to some advantage but it would 
not be of any disadvantage? 

Mr. Custis. It would not be any disadvantage. 

The Cuarrman. In other words, the same produce that they are 
hauling now into Philadelphia would still go into Philadelphia, but 
it would go into Philadelphia into a market that would be acceptable 
to the buyers and to the produce dealers? 

Mr. Custis. Correct. 

May I add further, Mr. Chairman, coming down to some questions 
that have been asked by members of the committee here about the 
_ effect on the saving to the dealer in the market or the farmer, as you 
probably know. I simply have given my life to this situation; I am 
getting along in years. I have been with the situation. I am familiar 
with the contemptible conditions existing not only in Philadelphia but 
in Baltimore and New York and elsewhere—they are all tarred with 
the same stick—and what they do to prevent a market going 
through, the most modern terminal market, as Mr. Crow said of one 
story, with rail facilities in there and conveyor service, with 150-foot- 
wide streets, so that they can get in and out without congestion that 
they are now experiencing. 

It was brought out here about seeing a line of trucks. I have been 
on Delaware Avenue in Philadelphia on a Sunday and counted 57 
big trucks in a line in the heat of Sunday. And they have been 
there since Saturday. 

If you can put up a market on cheap ground, in comparison to what 
they would pay in the Dock Street area, with rail facilities right to the 
door, saving that extra handling, saving breakage, it is an advantage 
to the producer because this dealer must charge for his handling, his 
commission and so forth—that must be taken into contemplation—the 
amount of expenditure that he is put to in handling that mer- 
chandise. 

We are taking the position that the Government is trying to take 
care of smal] business. The big chain stores have been helped very 
materially with the conditions in our present markets. Why? Be- 
cause they can buy on the farm and bring it right to their own ware- 
house, handle it through, as Mr. Crow said, at $9 per car. I was with 
him that time they made the inspection in New York and New Jersey 
of the chain stores. And that is in comparison to $100 or more to un- 
load that car in New York. It is not quite as much in Philadelphia, 
but still it is there. 

If that dealer can get a more modern store facility, a modern mar- 
ket with rail connections and a wide 150-foot street for trucks at a 
rental that would be about one-half what he is paying at the present 
time, the saving there could and should be reflected back to the farmer. 

As a chain store comes in they unload, and they can take it right 
directly to their market at low cost. On the contrary, the smaller- 
business man, whether he is in metropolitan Philadelphia or in urban 
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Philadelphia, buys his goods in the Dock Street market and he has 
to take that extra overhead from the railhead or from the trans- 
portation, breakage, et cetera, and deliver. How can a local mer- 
chant compete with the chain stores when they have that much extra 
overhead added to their cost of merchandise, over and above what the 
chain store has? 

So from every angle, as I see it—-and I take it from years of ex- 
perience with this—this bill should be a godsend to the farmer, the 
dealer, and the consumer, and the producer. He will give fresher 
merchandise at cheaper prices. 

The Cuatrman. Mr. Custis, I appreciate your interest in this sub- 
ject. I know you have been interested in the matter of marketing 
facilities for many years and have done much to create an interest in 
the legislation. I appreciate your coming here today to give us your 
views. 

I am inclined to agree with you that unless we can overcome certain 
opposition we will not have any better facilities at any time in the 
near future in these big terminal markets. And that is the place 
where we need to do something about it. 

Mr. Krne. I ship into the Philadelphia market and am quite fa- 
miliar with it. 

Mr. Custis. I know you do. 

Mr. Kine. Do you believe the passage of this legislation would 
promptly give us the program in Philadelphia ? 

Mr. Custis. I do not just think it—I believe it. I know it would. 
It would instill confidence in the tenants. 

What they have to have is to be able to know that on a certain date 
they have a business home to move into and that they will not be 
thrown into the street. 

To answer a question that you asked some time ago, in my candid 
opinion there would only be a very few markets that would come 
under this guaranty of the Federal Government. The financial insti- 
tutions, seeing the advantage of it and saving one-half of 1 percent 
will keep it to themselves. 

Mr. Krnea. I understood you to say that if you could resolve all of 
your other circumstances up there that you would have financing 
privately. 

Mr. Custis. Under this particular instance, this one gentleman 
who will back me to the limit on this situation, putting up the facilities 
in Philadelphia, approved of by Mr. Crow’s unit as to the layout, 
and consultation, with improvements. In other words, the best possi- 
ble to put through there, only wanted to know that this bill would 
go through, so that if there was any question there would be the 
guaranty coming through on that. 

Mr. Kine. With all of the interest that you know that Phila- 
delphia has in this proposition, do you not feel that they should 
assume more than 15 percent of the responsibility ? 

Mr. Custis. What do you mean by Philadelphia—do you mean 
the city of Philadelphia ? 

Mr. Krne. Philadelphia as a city or privately—the interests up 
there that have a financial interest in this thing, assume practically 
no real responsibility when the Government is guaranteeing 85 per- 
cent of it. Why should not the Government only guarantee 70 percent 
and make them put up at least 30 percent? . 
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Mr. Custis. May I put it this way so that you will understand 
the situation? This bill was prepared so that any municipality or 
authority or a group of merchants themselves could form a corpora- 
tion for the purpose of constructing a terminal market. 

You know that certain ones up there are pretty well fixed, but the 
general average of the tenants in there do not have heavy ratings. 
They have been in business for years. If they happen to go out, 
some of the people in there take over. In the market itself you have 
not had any vacancies for years. There have been 1 or 2 in the 
past year coming through. Other than that, if one party goes out, 
the other goes in, taking over. They are doing buying, transferring, 
et cetera. They do not build up. 

Mr. Kine. Do you think that this bill should go through with 85 
percent in it? 

Mr. Custis. I think so, without any question. 

Mr. Kine. Would it not help just as much if it would go through 
at 70 percent ¢ 

Mr. Custis. The point really is this: The great majority, if they 
took a certain amount of money out of their capital account in the 
business, would quit business, but still at the same time, they have 
been paying rents year in and year out, a long time. And I have 
known the trade since 1905. 

The CHairMAN. Suppose you made it 75 percent? 

Mr. Custis. If you made it 75 percent, you could not get the for- 
mation of the wholesale trade to join in with it. They would not 
have the funds to put up without taking it out of the business. 

Mr. Kine. I was not thinking that it would be individual pur- 
chases of the stock and the thing on the part of the individual dealers 
as much as some sort of municipal guaranty. This is a thing largely 
of community interest up there. 

You come to the Federal Government for the whole guaranty. 
Why cannot there be some responsible agency up there in the field 
of Government to guarantee the other 25 percent if it all has to be 
guaranteed ¢ 

The Cuatrman. Will you yield? 

Mr. Kine. Yes. 

The CHatrman. May I point out that the evidence indicates that 
in the Washington Street market people from 40 States do business. 
It is not altogether the responsibility of the city of New York, or 
those merchants who do business in the market. 

Mr. Kina. Most of the benefit of the economy in the handling of the 
terminal markets will go to the consumers of the whole community 
served beyond terminals. There inches, certainly, are going to be 
measured—it may be a minor part—on the part of the shippers. What 
T am fearful of is that if you make this too easy on the part of the 
Philadelphia interests, and the other market interests, you will find 
what you have been warned of, that is, a great splurge in the building 
of these markets without really sound economic justification for them. 

The Cuatrrman. I think we have safeguards in this bill to take care 
of that. After all of the surveys have been completed, the final show- 
down comes, the department down here in Washington will say 
whether or not it is a good loan. 
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Mr. Kine. You know what sort of pressure there is on the Govern- 
ment, on any Government agency, when the scheme has been per- 
fected, because nobody can know in advance whether it will work. 

Mr. Curtis. The idea of this bill originated in the fact that for 
years there have been endeavors to have modern facilities in numerous 
large eastern cities. They could not get it through. It is to the ad- 
vantage of the producer, to the consumer, to save that breakage, the 
extra hauling cost, the deterioration in the produce itself. It is to the 
benefit of the shipper. It isa national proposition, from the west coast 
to the south coast, wherever it may be, to your local principal markets, 
to come through—that i is your basic point—to get a market through. 
And at the lowest possible cost, so that it becomes a national proposi- 
tion not just local. 

You say why not the local people. They are waking up today, but it 
has taken a lot of hard work. I will say if this bill passes it will be a 
standby. That is what it will become, a standby bill. I do not think 
many will come in under the act itself. 

Mr. Kine. Asa shipper who has been shipping into the eastern mar- 
kets for some 30 years 

Mr. Custis. I know you have. 

Mr. Kune. I would still say that the major advantage of terminal 
facilities is going to pass to the local community that is served by that 
terminal. The thing that is going to fix the farmer’s price—always 
has fixed it in the perishable line and will continue to fix it—is the 
question of overall consumer demand over the country as a whole, com- 
pared with the supply available. If you can get in advance an agree- 
ment of your commission merchants up there ‘to reduce the 12- -percent 
commission down to 10 percent again, why then immediately you have 
a little saving in your selling cost, but there is not one of them that 
will give you any assurance in advance that they will reduce their com- 
mission for handling things, because it is not costing them as much 
to do business. 

Of course, it is principally an advantage to the buyer. 

Mr. Custis. To the consumer. 

Mr. Kine. To the buyer who distributes to the consumer. There is 
where most of your benefits are going to go. Therefore, there ought 
to be particular participation in this to an extent that would make 
them careful. 

I am basically in favor of building these terminals, but I do not be- 
lieve that the Federal Government should go whole hog on guaran- 
teeing thes ethings, because it does get over into interference with 
private enterprise to that extent, and it makes the whole program more 
wasteful. The liability of waste is much greater when the Government 
picks up 85 percent of the thing than if it picked up only 60 percent or 
70 percent of it. 

Mr. Custis. Under this bill, Mr. King, we will say that if Phila- 
delphia come in under it, it will take a little while to get New York 
under it on account of certain conditions—— 

Mr. Kine. New York State and New Jersey and maybe even Con- 
necticut. 

Mr. Custis. One of the things that the port authority asked me to 
come over and act as a sort of consultant on, they said to me very defi- 
nitely, “We have the same experience in New York as in Philadelphia, 
but only greatly multiplied.” 
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Covering your point, if this bill were passed as you might say 
standby legislation, and suppose on the basis you go ahead in Phila- 
delphia and construct the most modern market—we are talking for 
perishable foods under this bill—not groceries, et cetera—that is an 
auxiliary that will go with it, and if so, one of the chainstores will 
join right away and put it right down there—in fact, they are com- 
mitted to it and others will follow—that is out of this guaranty. The 
idea of this original proposition was that the merchants would form an 
organization and they would take it out of their capital account and 
put up 15 percent. Some of them would have to get some loans to 
do it. They would put up 15 percent on a facility that must have the 
thorough approval of the Department of Agriculture before that loan 
is made. 

Those joining in the new terminal market, those dealers who are 
now paying—I can cite you different rents down there—such as $650, 
the average rent runs around $400 to $425, they can have the most 
modern facility for almost one-half of that—if the dealer can get 
that facility for about one-half with the railroads there, which 
saves transportation, hauling breakage, and everything else, would 
he not be in better position, shall we say, as a risk under this situation ? 

Mr. Kine. Has not the city of Philadelphia participated in this 
thing at all ? 

Mr. Custis. Is this thing here ? 

Mr. Kine. In your scheme? 

Mr. Custis. No; not by any means. 

Mr. Kine. In your scheme of financing ¢ 

Mr. Custis. It is no scheme at all. Up until the present time, until 
after this meeting of July 30, there was no intention on the part of 
the city of Philadelphia 

The Cuarman. What he is talking about 

Mr. Krnea. I am only talking about guaranties, the obligation for 
somebody else to put up the guaranties in a sufficient sum so that you 
have got more caution than the Federal Government would have in 
spending the money. I feel the Federal Government does not have 
much caution. 

The CHatrman. I dislike to interrupt. Time is about to run out. 

Mr. Custis. The point is this, the idea is to put a facility up at the 
very least cost, not to get outside parties coming in to make a nice big 
profit on it. It is to cut it down to the producer and the consumer. 

The CuarrmMan. The committee stands adjourned subject to call. 

(Whereupon, at 1: 20 p. m., the committee adjourned.) 

(The following statements were submitted to the committee :) 


STATEMENT OF THE AMERICAN BANKERS ASSOCIATION 


The American Bankers Association desires to submit its views regarding 
H. R. 4054 for the consideration of Committee on Agriculture of the House 
of Representatives. 

The obiective of this bill, as set forth in the declaration of policy in section 2, 
is to replace inadequate and obsolete public marketing facilities for the whole- 
sale handling of perishable agricultural commodities with such modern facili- 
ties as will be conducive to orderly and efficient distribution, increased con- 
sumption, and a reduction in the spread between prices paid by consumers and 
those received by farmers. While the American Bankers Association does not 
disagree with the desirability of such an objective, it does believe that the 
means proposed in this bill are not only unnecessary but are fundamentally un- 
sound. 
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It is proposed to provide Government aid in the financing of such public mar- 
keting facilities through the insurance by the Secretary of Agriculture of long- 
term mortgage loans. The insured loans could have a maximum maturity of 
40 years and could be in an amount equal to 85 percent of the total cost of the 
facility. 

The fundamental objections to this bill are that (1) it would provide a sub- 
sidy to private lenders and investors at the expense of the United States 
Treasury and the taxpayers; and (2) it would add to the contingent liabilities 
of the Government at a time when it is already operating at a substantial deficit. 

It is observed that the bill, although providing for a premium charge for in- 
surance to be paid by the mortgagee, does not place sole reliance on the premium 
income to provide sufficient funds to make the insurance payments. Instead, an 
initial appropriation of $25 million would be authorized to establish the insurance 
fund, which is equal to one-quarter of the total aggregate amount of insured 
mortgages which could be outstanding at any onetime. In addition, if the money 
in the fund is still insufficient to pay losses, the Secretary of Agriculture would 
be authorized to borrow the amount needed from the Secretary of the Treasury. 
It seems clear, therefore, that it is anticipated that losses on such insured loans 
may exceed premium income. 

This is tantamount to pledging the full faith and credit of the United States 
for the fulfillment of each contract of insurance. It is not proper for the Gov- 
ernment to use its credit to protect private lenders and investors against losses 
onloans. In addition, to appropriate $25 million of taxpayers’ money to guaranty 
the solvency of the insurance fund would constitute a subsidy to the lenders 
and investors whose loans and investments are insured. It is submitted that 
this likewise is not a proper function of the Government. 

The American Bankers Association has consistently stated its belief that, 
except in times of war or extreme economic emergency, the guaranty of loans 
made by private lenders to finance business enterprises, is not a proper function 
of Government. 

There are ample funds available in private hands to meet all credit and 
investment needs of economically sound projects and the device of Govern- 
ment guaranty in the guise of insurance is not needed to encourage the exten- 
sion of private credit and the investment of private capital in such projects. 
There are numerous examples of privately financed municipal-owned market- 
ing facilities where it became necessary and economically feasible to rebuild or 
relocate existing facilities. In addition, the banks for cooperatives are author- 
ized to make facility loans to farmer cooperatives for financing the acquisition 
of land, buildings, and equipment used in marketing activities. 

State and local governments in recent years have come to rely more and more 
on Federal funds to finance their projects. It is time this trend was reversed. 
The enactment of legislation calling for the assumption by the Federal Govern- 
ment of further contingent liabilities can only make more difficult the problem 
of handling the public debt. State and local governments, if their finances are 
in order, should experience no difficulty in obtaining credit or capital from 
private sources to finance sound public projects such as marketing facilities. 
The problems of financing these projects should be solved locally and not by 
financial assistance from the Federal Government. 

The proposals contained in this bill strike us as an extreme example of the 
Federal Government reaching out into the detail of local community life. It 
seems to us that local citizens and local governmental organizations haye some 
responsibility for the provision of local facilities and services which they ought 
to provide for themselves through local effort and out of their own financial 
resources without having recourse to aid from the Federal Government. 

Similarly, it seems to us that there ought to be some limitation on the degree 
to which the Federal Government reaches out into the details of local com- 
munity life. Some thought ought to be given to whether local communities 
are entitled to have such facilities if they are not willing to provide the facilities 
themselves. 

The American Bankers Association believes that this bill should not be enacted 
because (1) Government guaranty of loans is an indirect subsidy to private 
lenders and investors; (2) the Federal Government should not be required to 
add to its contingent liabilities at a time when it is burdened with a tremendous 
public debt; and (3) it is time that local communities stand on their own feet 
and provide such purely local facilities as they need out of their own efforts. 
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STATEMENT OF THE NATIONAL ASSOCIATION OF REFRIGERATED WAREHOUSES 


The National Association of Refrigerated Warehouses represents 500 members 
in ald parts of the country whe operate 85 percent of the public cold-storage space 
in the United States. 

As we have done before on similar bills in previous sessions of. Congress, 
we strongly oppose H. R. 4054. 

We believe the statements in the bill’s declaration of policy, regarding obso- 
lescent and inadequate facilities, uneconomic practices, greatly increasing costs, 
and excessive waste, spoilage, and deterioration, ete., are greatly exaggerated 
and that the.bill would not correet these alleged conditions even if they did exist. 

There is no evidence to show that any of the new produce markets recently 
constructed in some cities, many incorporating the suggestions of the Department 
of Agriculture, have overcome any of the disadvantages set forth in this policy ; 
nor have they resulted in any reduction in food costs. 

Plans prepared by the Department of Agriculture several years ago for new 
produce markets in a number of cities indicate that in many cases these markets 
would be built away from existing marketing facilities. This would result in 
dislocation of established marketing procedures and increased costs because of 
extra handling between new and existing facilities. 

Furthermore, marketing procedures and methods are changing rapidly today 
with the constantly increasing use of frozen foods, prepackaged foods of all kinds 
and the development of retail food chains. 

New facilities built today could be obsolete in a few years as these trends 
and developments find increasing acceptance and adoption. 

It is also extremely doubtful that new facilities would result in any reduction 
of costs to either the consumer or the perishable foods trades. The high cost 
of construction today would necessitate substantially higher rentals that are now 
paid and, as is always the case, these increased costs would be passed on to the 
consumers, 

The fact that new markets of the type proposed by this bill are not necessary 
and therefore not good financial risks is evidenced by the bill’s statement that 
farmers, dealers, brokers, commission merchants, ete., can’t get financing for 
such markets through regular channels. The bill itself (sec. 9a) expresses doubt 
about the success of these proposed markets by setting out elaborate foreclosing 
procedures and even goes so far as to suggest (sec. 9c) that the entire $25 mil- 
lion insurance fund might be used up in payments to mortgagees. 

If these markets were financially sound investments the various lending insti- 
tutions would gladly make the necessary funds available. Private enterprise 
is willing and able to make changes when necessary, but only on a sound financial 
and businesslike basis. Improvements in a number of produce markets have 
already been made on this basis by private enterprise; others are planned. 

Proposals such as H. R. 4054 hinder rather than help the situation because 
they create uncertainties and doubts. 

The Hoover Commission report on lending agencies reports that loans, guar- 
anties, and insurance and contingent liabilities amounted to $244 billion as of 
June 30, 1954. They also reported these weaknesses in Government lending 
operations which are just as applicable to this situation; namely: Agencies are 
extended either because functions are expanded beyond their original purpose or 
because there is an “inner impulse to continue when they should be liquidated” ; 
concealed subsidies ; policies which permit the extension of credit to individuals 
or concerns without adequate equities; loans or guaranties are made without 
adequate charges to pay administrative expenses and build up reserves ; “depart- 
mental lending or guaranteeing agencies have a fatal attraction politically. 
Pressure groups often force the abandonment of the normal standards of prud- 
ence in the organization of these agencies which alone can assure the repay- 
ments of credits granted”; and “financial integrity tends to deteriorate and 
windfalls and corruption frequently flourish when easy money is attainable 
from the Government.” 

Because of these weaknesses, the Commission operated on the “assumption 
that lending or guaranteeing loans is a function which the Government should 
undertake only when private enterprise cannot or will not perform the function, 
and then only in furtherance of a justifiable Government purpose.” 

When you consider that not $1 has been paid in the reduction of Federal debt 
in 25 years, with perhaps a few exceptions, it is certainly time to call a halt in 
adding obligations to an already overburdened economy. 





62 DEVELOPMENT OF MARKETING FACILITIES 





Another feature of this bill of particular concern to the refrigerated warehous- 
ing industry is the provision that the proposed facilities would include public 
coid-storage warehouses of up to 10,000 cubie feet in size. The bill puts no limit 
on the number of such warehouses which would be built at each market facility, 
nor does it say anything about private cold-storage space. Prestmably, millions 
of cubic feet of new refrigerated storage space could be built in these markets 
to compete with an industry which is expanding rapidly, and adequately, to meet 
growing needs and many of whose new and expensive facilities have been built 
with due regard for the location and facilities of existing produce markets. 

Finally, we believe this bill puts excessive controls in the hands of one-man— 
the Secretary of Agriculture. Asin every case where the Government guarantees 
a loan, controls are an imherent part of the ‘deal. This bill establishes controls 
over both the borrowers and the market operators, including many conditions of 
operation and rent control. 

From beginning to end—from the loan to the operation of the completed facil- 
ity—this whole proposal is in opposition to the principles of free enterprise. The 
problems it proposes to solve either don’t exist or are being met without Govern- 
ment aid. It can serve no purpose but to extend Government control to yet 
another phase of business and one which is of a local or State nature at that. 

We strongly urge defeat of H. R. 4054. 

Respectfully submitted. 

o F. D. NEWELL, Jr., President. 








